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READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


TUESDAY, MARCH 19, 1957 


Houser or REPRESENTATIVES, 
Commirrer on Post Orrice AND CiviIL SékvICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to call, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

Also present: Frederick C. Belen, chief counsel. 

The Cuarrman. The committee will be in order. 

This morning the committee is beginning hearings on H. R. 5836, 
which has been introduced by me, and H. R. 5839, introduced by Mr. 
Rees, the ranking minority member of the committee. These bills 
will readjust the postal rates and will increase the revenues to the 
Post Office Department, when they are all in effect, by $527 million 
a year. Last year this committee and the House approved legislation 
which would have increased postal rates by $430 million a year. This 
legislation was passed late in the session and action on it was not com- 
pleted by the other body, so we have to go through the same process 
again this year regarding postal-rate legislation. 

In general, the two bills that we will consider are very similar to the 
legislation which the committee and the House approved last Con- 
gress. There are the following exceptions: 

(1) An increase of 1 cent is provided for postal cards, resulting in 
increased revenue of $32.5 million a year. 

(2) The increase in second-class mail is in four 15-percent incre- 
ments or a total of 60 percent. The bill passed by the House last year 
provided a 30-percent increase on the reading portion and 120 per- 
cent on the advertising portion in 4 increments. It also contained 
an amendment which was added on the floor of the House by Congress- 
man Colmer, of Mississippi. This amendment provided that the 
increase on second-class mail would not apply to newspapers with a 
present circulation of less than 5,000 copies. 

(3) In third-class mail, the initial increases are the same as those 
provided in the bill last year, but there is a second increment which 
brings the revenues up from $70 million a year, as was in the bill last 
year, to $128 million on third-class mail, which is circulars, and cata- 
ogs and books weighing less than 8 ounces. 

(4) An increase of 2 cents a pound is provided in the bill for con- 
trolled-circulation publications, which was not in the bill last year. 

(5) An increase of 2 cents a pound on the first pound and 1 cent 
- = additional pound is provided for books. This was not in the 
yt last year. 
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The main increase in the new bill, of course is identical to that of 
the House-passed bill, and that is an increase of 1 cent an ounce on 
first-class mail, bringing in a total revenue of $314 million a year. 

(H. R. 5836 and H. R. 5839 are as follows:) 


{H. R. 5836, 85th Congress, Ist sess.] 


A BILL To readjust postal rates and to establish a congressional policy for the 
determination of postal rates, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


GENERAL STATEMENT 


In the light of the findings in title II of this Act and information received by 
the Congress with respect to postal activities, revenues, and expenses, the Con- 
gress recognizes that— 

(1) adjustments in presently existing postal rates and fees are necessary 
and desirable in order that, to the extent consistent with the public interest 
and the policies in title II of this Act, postal revenues will more nearly equal 
postal expenses; and 

(2) it is necessary and desirable in the public interest that the Congress 
establish a definite, affirmative, and integrated policy with respect to postal 
activities, revenues, and expenses which will serve as a guide in the deter- 
mination and adjustment by the Congress, from time to time, of the postal- 
rate structure. 


TITLE I—POSTAL RATE INCREASES 
SHORT TITLE 


Sec. 101. This title may be cited as the “Postal Rate Increase Act, 1957.” 


FIRST-CLASS MAIL 


Sec. 102. (a) That part of the first section of the Joint Resolution of June 30, 
1947 (61 Stat. 213; 39 U. S. C. 280), which precedes the proviso, is amended by 
striking out “3 cents” and inserting in lieu thereof “4 cents”. 

(b) Section 1 of the Act of October 30, 1951 (65 Stat. 672; 39 U. S. C. 280), 
as amended, is further amended— 

(1) by striking out “2 cents” wherever appearing in subsection (a) and 
inserting in lieu thereof “3 cents”; and 
(2) by striking out “2 cents” in subsection (b) and inserting in lieu thereof 
“3 cents”. 
DOMESTIC AIRMAIL 


Sec. 108. Section 201 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948 (62 Stat. 1261; 39 U.S. C. 468a) is amended— 
(1) by striking out “6 cents” in the first sentence and inserting in lieu 
thereof “7 cents”; and 
(2) by striking out “4 cents” in the second sentence and inserting in lieu 
thereof “5 cents”. 
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SECOND-CLASS MAIL 


Sec. 104. (a) Section 2 (a) of the Act of October 30, 1951 (65 Stat. 672; 39 
U. S. C. 289a), is amended by inserting immediately before the colon which 
precedes the first proviso the following: “, and (4) such postage is further 
adjusted to the amount set forth in the following table, on the dates specified : 


Effective Effective Effective Effective 
July 1, 1957 | July 1, 1958 | July 1, 1959 | July 1, 1960 
(cents per (cents per (cents per (cents per 








pound or pound or pound or pound or 
fraction fraction fraction fraction 
thereof) thereof) thereof) thereof) 
A publication having not more than 5 per 
centum of its space devoted to advertise- 
ments and that portion of other publications 
devoted to matter other than advertisements. 2 2.5 2.8 3.1 
Advertising portion of a publication having 
more than 5 per centum of its space devoted 
to advertisements: 
First and second zones. -.......... shunstedae 2.2 2.5 2.8 3.1 
Se le. dak. gin dadkdSihilen dldnodée ‘ 3.0 3.4 3.8 4.2 
I Sas etal ie tctensitrbitn cihteeiesi upset’ 4.5 5.1 5.7 6.2 
Se pn og eas aero ge it eeanets 6.0 6.8 7.5 8.3 
SE SATEEN TES 8 CPE 7.8 8.4 | 9.4 10.4 
NN GONE gig inden ash end dewnegbsseee 9.0 10.1 | 11.3 12.5 
Eighth zone_........... sincaitaaiaDineiaiaien 10.5 11.8 13. 2 14.6” 





The adjustment in postage contained in the amendment made by this subsec- 
tion shall not apply to any issue of a newspaper with respect to which issue the 
entire press run consists of five thousand copies or less and the rate or rates of 
postage, as in effect immediately prior to the date of enactment of this Act, for the 
mailing of any issue of any newspaper to which this sentence applies shall remain 
in effect until otherwise provided by Congress. 

(b) Section 2 (c) of such Act of October 30, 1951, is amended by striking 
out “one-eighth of 1 cent” and inserting in lieu thereof ‘one-fourth of 1 cent, 
except that (1) the postage on each individually addressed copy mailed by the 
organizations listed, and for the purposes prescribed in the second and third 
provisos of subsection (a) of this section, and each individually addressed 
copy of a publication of the second class addressed for delivery within the 
county and not entitled to the free-in-county mailing privilege, shall not be less 
than one-eighth of 1 cent, and (2) the per copy rates prescribed for publications 
covered by section 25 of the Act of March 3, 1879, as amended (39 U. S. C. 286), 
are continued”. 

(c) Section 2 (d) of such Act of October 30, 1951, is amended by striking 
out “1 cent” and inserting in lieu thereof “114 cents”, 


CONTROLLED CIRCULATION PUBLICATIONS 


Sec. 105. Section 203 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948 (62 Stat. 1262; 39 U. S. C. 291b), is amended— 


(1) by striking out “10 cents a pound or fraction thereof” and inserting 
in lieu thereof “12 cents a pound or fraction thereof regardless of the weight 
of the individual copies” ; and 

(2) by adding at the end thereof a new sentence reading “The rates 
provided in this section shall remain in effect until otherwise provided by 
Congress.”’. 

THIRD-CLASS MAIL 


Sec. 106. Section 3 of the Act of October 30, 1951 (65 Stat. 673; 39 U. S. C. 
290a-1), is amended— 


(1) in that part of such section which precedes the first proviso— 

(A) by striking out “2 cents” wherever appearing therein and insert- 
ing in lieu thereof “3 cents” ; 

(8) by striking out “1 cent” and inserting in lieu thereof “114 cents”; 
an 

(C) by striking out “114 cents for each additional two ounces or 
fraction thereof” and inserting in lieu thereof “1 cent for each addi- 
tional ounce or fraction thereof” ; 
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(2) in the first proviso contained in such section, by striking out “$10” 
and inserting in lieu thereof “$20” ; 
(3) in the second proviso contained in such section— 
(A) by striking out “14 cents” and inserting in lieu thereof “16 cents” ; 
(B) by striking out “1 cent” wherever appearing therein and inserting 
in lieu thereof “2 cents’; and 
(C) by striking out “10 cents” and inserting in lieu thereof ‘12 cents” ; 
(4) by striking out the third proviso contained in such section and insert- 
ing in lieu thereof “Provided further, That the minimum charge per piece 
of 2 cents specified in the foregoing proviso shall be increased to 24% cents 
on July 1, 1959:”; and 
(5) in the fourth proviso contained in such section, by striking out “3 
cents” and inserting in lieu thereof ‘5 cents”. 


FOURTH-CLASS MAIL 


Sec. 107. Sections 204 (d) and (e) of the Postal Rate Revision and Federal 
Employees Salary Act of 1948 (62 Stat. 1262), as amended (39 U. S. C. 292a 
(d) and (e)), are amended to read as follows: 

“(d) The following materials when in parcels not exceeding seventy pounds 
in weight may be sent at the postage rate of 10 cents for the first pound or 
fraction thereof and 5 cents for each additional pound or fraction thereof, and 
this rate shall continue until otherwise provided by the Congress: (1) books 
permanently bound for preservation consisting wholly of reading matter or 
scholarly bibliography or reading matter with incidental blank spaces for stu- 
dents’ notations and containing no advertising matter other than incidental 
announcements of books; (2) sixteen-millimeter films and sixteen-millimeter film 
catalogs except when sent to commercial theaters; (3) printed music whether 
in bound form or in sheet form; (4) printed objective test materials and acces- 
sories thereto used by or in behalf of educational institutions in the testing of 
ability, aptitude, achievement, interests, and other mental and personal qualities 
with or without answers, test scores, or identifying information recorded thereon 
in writing or by mark; and (5) manuscripts for books, periodical articles, and 
music. 

“(e) (1) The following materials when in parcels not exceeding seventy 
pounds in weight when loaned or exchanged between (A) schools, colleges, or 
universities and (B) public libraries, religious, educational, scientific, philan- 
thropic, agricultural, labor, veterans, or fraternal organizations or associations 
not organized for profit and none of the net income of which inures to the 
benefit of any private stockholder or individual, or between such organizations 
and their members or readers or borrowers, shall be charged with postage at 
the rate of 4 cents for the first pound or fraction thereof and 1 cent for each 
additional pound or fraction thereof, except that the rates now or hereafter 
prescribed for third- or fourth-class matter shall apply in every case where 
such rate is lower than the rate prescribed in this subsection, and this rate shall 
continue until otherwise provided by the Congress: (i) books consisting wholly 
of reading matter or scholarly bibliography or reading matter with incidental 
blank spaces for students’ notations and containing no advertising matter other 
than incidental announcements of books; (ii) printed music, whether in bound 
form or in sheet form; (iii) bound volumes of academic theses in typewritten 
or other duplicated form and bound volumes of periodicals; and (iv) other 
ligrary materials in printed, duplicated, or photographic form or in the form 
of unpublished manuscripts. 

(2) The rate provided in paragraph (1) for books may apply to sixteen- 
millimeter films, filmstrips, transparencies for projection and slides, microfilms, 
sound recordings, and catalogs of such materials when sent in parcels not ex- 
ceeding seventy pounds in weight to or from (A) schools, colleges, or universities 
and (B) public libraries, religious, educational, scientific, philanthropic, agri- 
cultural, labor, veterans, or fraternal organizations or associations, not organized 
for profit and none of the net income of which inures to the benefit of any private 
stockholder or individual. 

“(2) Public libraries, organizations, or associations, before being entitled to 
the rates specified in paragraphs (1) and (2) of this subsection, shall furnish 
to the Postmaster General, under such regulations as he may prescribe, satis- 
factory evidence that none of their net income inures to the benefit of any pri- 
vate stockholder or individual.” 
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DETERMINATION OF CLASS OF POST OFFICE AND COMPENSATION OF POSTMASTER AND 
CERTAIN EMPLOYEES 


Sec. 108. On and after January 1, 1958, 80 per centum of the gross postal re- 
ceipts of all classes of post offices shall be counted for the purpose of determining 
the class of the post office or the compensation or allowances of postmasters or 
other employees whose compensation or allowances are based on the annual re- 
ceipts of such offices. Nothing contained in this section shall operate to decrease 
the compensation or allowances in effect immediately prior to January 1, 1958, 
for postmasters and other employees in the postal field service on such date 
whose compensation or allowances are based on the annual receipts of such offices. 


REPEALS 


Sec. 109. The last sentence of section 4 (a) of the Civil Service Retirement Act 
as contained in the Civil Service Retirement Act Amendments of 1956 (70 Stat. 
747) is hereby repealed, and hereafter the amounts contributed by the Post Office 
Department to the civil service retirement and disability fund in compliance with 
such section 4 (a) of the Civil Service Retirement Act shall be considered as costs 
of providing postal service for the purpose of establishing postal rates. 


CONDITIONS PRECEDENT TO WITITDRAWAL FROM GENERAL FUND OF TREASURY 


Sec. 110. That part of the paragraph under the heading ‘General Provisions” 
under the appropriations for the Post Office Department contained in chapter IV 
of the Supplemental Appropriation Act, 1951 (64 Stat. 1050; 31 U. S. C. 695), 
which precedes the proviso is amended by striking out “the receipt of revenue 
from fourth-class mail service sufficient to pay the cost of such service” and 
inserting in lieu therecf “(1) that the revenues from fourth-class mail service 
will not exceed by more than 3% per centum the costs thereof, or (2) that the 
costs of such fourth-class mail service will not exceed by more than 3 per centum 
the revenues therefrom”’. 

EFFECTIVE DATES 


Sec. 111. (a) The rates of postage prescribed by this title, except those pre- 
scribed in section 104 (a), shall become effective on July 1, 1957. 

(b) The rates of postage prescribed by section 104 (a) of this title shall be- 
come effective as provided in such section 104 (a). 

(c) The fee preseribed by section 106 (2) of this title shall become effective on 
January 1, 1958. 

(dad) Section 109 of this title shall become effective as of the effective date of 
the Civil Service Retirement Act Amendments of 1956. 


TITLE II—POSTAL RATE POLICY 


SHORT TITLE 


Sec. 201. This title may be cited as the “Postal Rate Policy Act”. 


FINDINGS 


Sec. 202. The Congress hereby finds that— 

(1) the postal establishment was created to unite more closely the Ameri- 
can people, to promote the general welfare, and to advance the national 
economy ; 

(2) the postal establishment has been extended and enlarged through the 
years into a nationwide network of services and facilities for the communi- 
cation of intelligence, the dissemination of information, the advancement of 
education and culture, and the distribution of articles of commerce and 
industry ; 

(3) the development and expansion of these several elements of postal 
service, under authorization by the Congress, have been the impelling 
force in the origin and growth of many and varied business, commercial, 
and industrial enterprises which contribute materially to the national econ- 
omy and the public welfare and which depend upon the continuance of these 
elements of postal service; 

(4) historically and as a matter of public policy there have evolved, in 
the operations of the postal establishment authorized by the Congress, 
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certain recognized and accepted relationships among the several classes of 
mail. It is clear also, from the continued expansion of the postal service 
and the authorization of certain services rendered or facilities provided at 
a calculated loss to the Government, that the postal establishment performs 
some functions in which the public interest outweighs the profit and loss 
factors which would prevail if the postal establishment were operated solely 
as a business enterprise ; 

(5) the postal establishment should be operated in a businesslike manner 
but clearly is not a commercial enterprise conducted for profit and it would 
be an unfair burden upon users of the mails to compel them to underwrite 
those expenses incurred by the postal establishment which are not related to 
the postal services they receive; 

(6) notwithstanding the need for all users of the mails to be informed 
with reasonable certainty of the postal rates and fees which will be imposed 
upon them, the Congress heretofore has not laid down a firm policy (except 
for fourth-class mail and certain special services authorized by law) with 
respect to the identification and evaluaaion of those services rendered by 
the postal establis:ment in whole or in part for the benefit of the general 
public and those services which inure in whole or in part to the benefit of 
certain users of the mails ; and 

(7) the public interest and the increasing complexity of the social and 
economic fabric of the Nation require an immediate, clear, and affirmative 
declaration of congressional policy for the creation and maintenance of 
a sound and equitable postal-rate structure which will assure efficient service, 
produce adequate postal revenues, and stand the test of time. 


DECLARATION OF POLICY 


Sec. 208. (a) The Congress hereby emphasizes, reaffirms, and restates its 


function under the Constitution of the United States of forming postal policy. 


(b) It is hereby declared to be the policy of the Congress, as set forth in 


this title— 


(1) to provide a more stable basis for the postal-rate structure through 
the establishment of general principles, standards, and related requirements 
with respect to the determination and allocation of postal revenues and 
expenses; and 

(2) in accordance with these general principles, standards, and related 
requirements, to provide a means by which the postal-rate structure may 
be fixed and adjusted by action of the Congress, from time to time, as the 
public interest may require, in the light of periodic reviews of the postal- 
rate structure, periodic studies and surveys of expenses and revenues, and 
periodic reports and recommendations, required to be made by the Postmaster 
General as provided by section 206 of this title, on the basis of the cost 
ascertainment system. 

(ec) The general principles, standards, and related requirements referred to 


in subsection (b) of this section are as follows: 





(1) In the determination and adjustment of the postal-rate structure, 
due consideration should be given to— 

(A) the preservation of the inherent advantages of the postal service 
in the promotion of social, cultural, intellectual, and commercial inter- 

course among the people of the United States, 

(B) the development and maintenance of a postal service adapted 
to the present needs, and adaptable to the future needs, of the people 

of the United States, 

(C) the promotion of adequate, economical, and efficient postal serv- 
ice at reasonable and equitable rates and fees, 

(D) the effect of postal services and the impact of postal rates and 
fees on users of the mails, 

(E) the requirements of the postal establishment with respect to 
the manner and form of preparation and presentation of mailings by 
the users of the various classes of mail service, 

(F) the value of mail, 

(G) the value of time of delivery of mail, and 

(H) the quality and character of the service rendered in terms of 
priority, secrecy, security, speed of transmission, use of facilities and 
manpower, and other pertinent service factors. 
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(2) The acceptance, transportation, and delivery of first-class mail con- 
stitutes a preferred service of the postal establishment and, therefore, the 
postage for first-class mail should be sufficient to cover (A) the entire 
amount of the expenses allocated to first-class mail in the manner provided 
by this title and (B) an additional amount representing the fair value 
= all extraordinary and preferential services, facilities, and factors relating 

ereto. 

(3) Those services, elements of service, and facilities rendered and pro- 
vided by the postal establishment in accordance with law, including services 
having public service aspects, which, in whole or in part, are held and con- 
sidered by the Congress from time to time to be public services for the 
purposes of this title shall be administered on the following basis: 

(A) the sum of such public service items should be assumed directly 
by the Federal Government and paid directly out of the general fund 
of the Treasury and should not constitute direct charges in the form 
of rates and fees upon any user or class of users of such public services, 
or of the mails generally, and 

(B) nothing contained in any provision of this title should be con- 
strued as indicating any intention on the part of the Congress (i) that 
such public services, or any of them, shouid be limited or restricted 
or (ii) to derogate in any way from the need and desirability thereof 
in the public interest. 

(4) For the purpose of the determination and adjustment of the postal- 
rate structure in the manner provided by this title and by section 207 of 
the Act of February 28, 1925, as amended (39 U. 8S. C., sec. 247), and sec- 
tion 12 of the Act of October 30, 1951 (39 U.S. C., sec. 246f), the postal rates 
shall be adjusted from time to time so that the total amount of the ad- 
justed revenues shall be approximately equivalent to the total amount of 
the expenses, both as determined in the manner provided by this title. 


AUTHORIZATION OF APPROPRIATED FUNDS 


Sec. 204. There is hereby authorized to be appropriated to the revenues of 
the Post Office Department for each fiscal year from any money in the Treasury 
not otherwise appropriated an amount equal to the sum of the public service 
items referred to in section 2083 (ec) (3). Such appropriations shall be avail- 
able to enable the Postmaster General to pay in to postal revenues at quarterly 
or other intervals such amounts as he shall determine to be necessary to reim- 
burse the Post Office Department for such expenses and losses of revenue. 


APPLICATION OF COST ASCERTAINMENT SYSTEM 


Sec. 205. (a) For the purposes of this title, revenues and expenses shall be 
determined and ascertained, and each allocation and apportionment with respect 
thereto shall be made, upon the basis of the cost ascertainment system, to the 
extent not otherwise indicated in this title. 

(b) Nothing in this title shall be construed to affect the cost ascertainment 
system or any authority, power, duty, or procedure of the Potsmaster General 
or of the postal establishment generally, except to the extent necessary to carry 
out this title. 


REVIEWS, STUDIES, SURVEYS, REPORTS, AND RECOMMENDATIONS OF POSTMASTER 
GENERAL 


Sec. 206. (a) The Postmaster General is authorized and directed to initiate 
and conduct, through the facilities of the postal establishment, either on a con- 
tinuing basis or from time to time, as he deems advisable, but not less often than 
every two years, a review of the postal-rate structure and a study and survey of 
the expenses incurred and the revenues received in connection with the several 
classes of mail, and the various classes and kinds of services and facilities pro- 
vided by the postal establishment, in order to determine, on the basis of such 
review, study, and survey for each class and kind of service or facility provided 
by the postal establishment, the need for adjustment of postal rates and fees in 
the manner provided by this title. 

(b) The Postmaster General shall submit to the Senate and the House of Rep 
resentatives not later than April 15 of each alternate fiscal year, beginning with 
the fiscal year ending June 30, 1959, a report of the results of the review, study, 








8 READJUSTMENT OF POSTAL RATES 


and survey conducted pursuant to subsection (a) of this section. Such report 
shall include— 

(1) information with respect to expenses and revenues which is pertinent 
to the allocation of expenses and the determination and adjustment of postal 
rates and fees in the manner provided by this title, 

(2) such other information as is necessary to enable the Congress, or as 
may be required by the Congress or an appropriate committee thereof, to 
carry out the purposes of this title, and 

(3) such recommendations as the Postmaster General deems appropriate. 


CONGRESSIONAL ACTION PREREQUISITE TO ADJUSTMENTS IN POSTAGE RATES AND FEES 


Sec. 207. Except as otherwise provided by law, nothing in this title shall be 
construed to authorize any change, adjustment, or revision with respect to any 
postal rate or fee, except by further action of the Congress. 


DEFINITIONS 


Sec. 208. (a) For the purposes of this title, the term 

(1) “cost ascertainment system” means the cost ascertainment system 
(including the principles and standards thereof) utilized by the Post’ Office 
Department (39 U. S. C., sec. 826) for the ascertainment and allocation of 
expenses and revenues of the postal service, as in effect from time to time, 
to the extent consistent with this title; 

(2) “revenues” and “costs”, whether applied to the total postal operation 
or to the mail classes or services, shall have the same meaning as when used 
in the Cost Ascertainment Report, and the terms “costs” and “expenses” shall 
be synonymous; and 

(3) “adjusted revenues”, whether applied to the total postal operations 
or to the mail classes and services, shall mean the revenues, increased by 
the sums authorized under section 204 to be appropriated to the Post Office 
Department for the public service items referred to in section 208 (c) (3). 

(b) Whenever reference is made in this title, or in any other law or regula 
tion in connection with this title, to any of the several classes of mail and serv- 
ices, such reference shall have the same meaning as when used in the Cost Ascer 
tainment Report, except that first-class mail shall include domestie air mail other 
than air parcel post. 





[H. R. 58389, 85th Cong., 1st sess.] 


A BILL To readjust postal rates and to establish a congressional 


policy for the 
determination of postal rates, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


GENERAL STATEMENT 


In the light of the findings in title II of this Act and information reeeived 
by the Congress with respect to postal activities, revenues, and expenses, the 
Congress recognizes that- 

(1) adjustments in presently existing postal rates and fees are necessary 
and desirable in order that, to the extent consistent with the public interest 
and the policies in title Il of this Act, postal revenues will more nearly equal 
postal expenses; and 

(2) it is necessary and desirable in the public interest that the Congress 
establish a definite, affirmative, and integrated policy with respect to 
postal activities, revenues, and expenses which will serve as a guide in 
the determination and adjustment by the Congress, from time to time, 
of the postal-rate structure. 


it 
| 
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TITLE I—POSTAL RATE INCREASES 
SHORT TITLE 


Sec. 101. This title may be cited as the “Postal Rate Increase Act, 1957.” 


FIRST-CLASS MAIL 


Sec. 102. (a) That part of the first section of the Joint Resolution of June 
30, 1947 (61 Stat. 218; 39 U. 8S. C. 280), which precedes the proviso, is amended 
by striking out “3 cents” and inserting in lieu. thereof “4 cents” 

(b) Section 1 of the Act of October 30, 1951 (65 Stat. 672; 39 U. S. C. 280), 
as amended, is further amended— , 

(1) by striking out “2 cents” wherever appearing in subsection (a) and 
inserting in lieu thereof ‘3 cents’; and 
(2) by striking out “2 cents” in subsection (b) and inserting in lieu thereof 
3 cents”’. 
DOMESTIC AIRMAIL 


Sec. 108. Section 201 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948 (62 Stat. 1261: 39 U. S.C. 463a) is amended— 
(1) by striking out ‘6 cents” in the first sentence and inserting in lieu 
thereof “7 cents’; and 
(2) by striking out ‘4 cents 
therof “5 cents”. 


” 


in the second sentence and inserting in lieu 


SECOND-CLASS MAIL 


Sec. 104. (a) Section 2 (a) of the Act of October 30, 1951 (65 Stat. 672; 39 
U. S. C. 289a), is amended by inserting immediately before the colon which 
precedes the first proviso the following: “, and (4) such postage is further ad- 
justed to the amounts set forth in the following table, on the dates specified: 


| | 
Effective | Effective Effective 


| Effective 
| July 1, 1957 | July 1, 1958 | July 1, 1959 


July 1, 1960 











(cents per (cents per | (cents per (cents pe! 
| pound, or pound, or pound, or pound, or 
| raction fraction fraction fraction 
thereof thereof thereof) thereof) 
eine » Seesedl ell ulation e! fee “ete 
| 
A publication having not more than 5 per | 
centum of its space devoted to advertise- | | 
ments, and that portion of other publications | | | 
devoted to matter other than advertisements 2.2 2.8 | 3.1 
Advertising portion of a publication having } 
more than 5 per centum of its space devoted 4] 
to advertisement 
First and second zones 2.2 2.5 2.8 3.1 
Third zone +0 3.4 38 ‘2 
Fourth zone 1.5 5.1 5.7 | 6.2 
Fifth zone 6.0 6.8 7.5 8.3 
Sixth zone , 7 4 9.4 | 10.4 
Seventh zone ea elathel 9 10.1 11.3 12.5 
Eighth zone paticodetelontmeke 10.5 isan ou Midiereottt ce bralcins 13.2 | 14. 6’ 





The adjustment in postage contained in the amendment made by this subsection 
shall not apply to any issue of a newspaper with respect to which issue the entire 
press run consists of five thousand copies or less and the rate or rates of postage, 
as in effect immediately prior to the date of enactment of this Act, for the mail- 
ing of any issue of any newspaper to which this sentence applies shall remain in 
effect until otherwise provided by Congress. 

(b) Section 2 (c) of such Act of October 30, 1951, is amended by striking out 
“one-eighth of 1 cent’? and inserting in lieu thereof “one-fourth of 1 cent, except 
that (1) the postage on each individually addressed copy mailed by the organiza- 
tions listed, and for the purposes prescribed in the second and third provisos of 
subsection (a) of this section, and each individually addressed copy of a publica- 
tion of the second class addressed for delivery within the county and not entitled 
to the free-in-county mailing privilege, shall not be less than one-eighth of 1 
cent, and (2) the per copy rates prescribed for oan covered by section 
25 of the Act of March 3, 1879, as amended (39 U. C. 286), are continued”. 











10 READJUSTMENT OF POSTAL RATES 


(c) Section 2 (d) of such Act of October 30, 1951, is amended by striking out 
*1 cent” and inserting in lieu thereof “1% cents.” 


CONTROLLED CIRCULATION PUBLICATIONS 


Sec. 105. Section 203 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948 (62 Stat. 1262; 89 U. S. C. 291b) ; is amended— 

(1) by striking out “10 cents a pound or fraction thereof” and inserting 
in lieu thereof “12 cents a pound or fraction thereof regardless of the weight 
of the individual copies” ; and 

(2) by adding at the end thereof a new sentence reading “The rates pro- 
vided in this section shall remain in effect until otherwise provided by Con- 
gress.” 

THIRD-CLASS MAIL 


Seo. 106. Section 3 of the Act of October 30, 1951 (65 Stat. 673; 39 U. S. C. 
290a-1), is amended— 
(1) in that part of such section which precedes the first proviso— 
(A) by striking out “2 cents” wherever appearing therein and insert- 
ing in lieu thereof “3 cents” ; 
(B) by striking out ‘1 cent” and inserting in lieu thereof “114 cents” ; 
and 
(C) by striking out “11%4 cents for each additional two ounces or 
fraction thereof” and inserting in lieu thereof “1 cent for each additional 
ounce or fraction thereof” ; 
(2) in the first proviso contained in such section, by striking out “$10” 
and inserting in lieu thereof “$20”; 
(3) in the second proviso contained in such section— 
(A) by striking out “14 cents” and inserting in lieu thereof ‘16 cents” ; 
(B) by striking out “1 cent’? wherever appearing therein and insert- 
ing in lieu thereof “2 cents”; and 
(C) by striking out “10 cents” and inserting in lieu thereof “12 cents” ; 
(4) by striking out the third proviso contained in such section and insert- 
ing in lieu thereof “Provided further, That the minimum charge per piece of 
2 cents specified in the foregoing proviso shall be increased to 2% cents 
on July 1, 1959:”; and 
(5) in the fourth proviso contained in such section, by striking out “3 
cents” and inserting in lieu thereof “5 cents”. 


FOURTH-CLASS MAIL 


Sec. 107. Sections 204 (d )and (e) of the Postal Rate Revision and Federal 
Employees Salary Act of 1948 (62 Stat. 1262), as amended (39 U. S. C. 292a (d) 
and (e)), are amended to read as follows: 

““(d) The following materials when in parcels not exceeding seventy pounds 
in weight may be sent at the postage rate of 10 cents for the first pound or 
fraction thereof and 5 cents for each additional pound or fraction thereof, and 
this rate shall continue until otherwise provided by the Congress: (1) books 
permanently bound for preservation consisting wholly of reading matter or 
scholarly bibliography or reading matter with incidental blank spaces for stu- 
dents’ notations and containing no advertising matter other than incidental 
annoucements of books; (2) sixteen-millimeter films and sixteen-millimeter film 
catalogs except when sent to commercial theaters; (3) printed music whether 
in bound form or in sheet form; (4) printed objective test materials and acces- 
sories thereto used by or in behalf of educational institutions in the testing of 
ability, aptitude, achievement, interests, and other mental and personal qualities 
with or without answers, test scores, or identifying information recorded thereon 
in writing or by mark; and (5) manuscripts for books, periodical articles, and 
music. 

“(e) (1) The following materials when in parcels not exceeding seventy 
pounds in weight when loaned or exchanged between (A) schools, colleges, or 
universities and (B) public libraries, religious, educational, scientific, philan- 
thropic, agricultural, labor, veterans, or fraternal organizations or associations 
not organized for profit and none of the net income of which inures to the 
benefit of any private stockholder or individual, or between such organizations 
and their members or readers or borrowers, shall be charged with postage at the 
rate of 4 cents for the first pound or fraction thereof and 1 cent for each addi- 
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tional pound or fraction thereof, except that the rates now or hereafter prescribed 
for third- or fourth-class matter shall apply in every case where such rate is lower 
than the rate prescribed in this subsection. and this rate shall continue until 
otherwise provided by the Congress: (i) books consisting wholly of reading 
matter or scholarly biblography or reading matter with incidental blank spaces 
for students’ notations and containing no advertising matter other than incidental 
announcements of books; (ii) printed music, whether in bound form or in sheet 
form; (iii) bound volumes of academic theses in typewritten or other duplicated 
form and bound volumes of periodicals; and (iv) other library materials in 
printed, duplicated, or photographic form or in the form of unpublished manu- 
scripts. 

“(2) The rate prescribed in paragraph (1) for books may apply to sixteen- 
millimeter films, filmstrips, transparencies for projection and slides, microfilms, 
sound recordings, and catalogs of such materials when sent in parcels not exceed- 
ing seventy pounds in weight to or from (A) schools, colleges, or universities 
and (1B) public libraries, religious, educational, scientific, philanthropic, agri- 
cultural, labor, veterans, or fraternal organizations or associations, not organized 
for profit and none of the net income of which inures to the benefit of any 
private stockholder or individual. 

“(3) Publie libraries, organizations, or associations, before being entitled to 
the rates specified in paragraphs (1) and (2) of this subsection, shall furnish 
to the Postmaster General, under such regulations as he may prescribe, satisfac- 
tory evidence that none of their net income inures to the benefit of any private 
stockholder or individual.” 


DETERMINATION OF CLASS OF POST OFFICE AND COMPENSATION OF POSTMASTER AND 
CERTAIN EMPLOYEES 


Sec. 108. On and after January 1, 1958, 80 per centum of the gross postal 
receipts of all classes of post offices shall be counted for the purpose of deter- 
mining the class of the post office or the compensation or allowances of post- 
masters or other employees whose compensation or allowances are based on the 
annual receipts of such offices. Nothing contained in this section shall operate to 
decrease the compensation or allowances in effect immediately prior to January 1, 
1958, for postmasters and other employees in the postal field service on such date 
whose compensation or allowances are based on the annual receipts of such 
offices. 

REPEALS 


Sec. 109. The last sentence of section 4 (a) of the Civil Service Retirement 
Act as contained in the Civil Service Retirement Act Amendments of 1956 (70 
Stat. 747) is hereby repealed, and hereafter the amounts contributed by the 
Post Office Department to the civil-service retirement and disability fund in 
compliance with such section 4 (a) of the Civil Service Retirement Act shall 
be considered as costs of providing postal service for the purpose of establishing 
postal rates. 


CONDITIONS PRECEDENT TO WITHDRAWAL FROM GENERAL FUND OF TREASURY 


Sec. 110. That part of the paragraph under the heading “General Provisions” 
under the appropriations for the Post Office Department contained in chapter 
IV of the Supplemental Appropriation Act, 1951 (64 Stat. 1050; 31 U. S. C. 
695), which precedes the proviso is amended by striking out “the receipt of 
revenue from fourth-class mail service sufficient to pay the cost of such service” 
and inserting in lieu thereof (1) that the revenues from fourth-class mail 
service will not exceed by more than 3 per centum the costs thereof, or (2) that 
the costs of such fourth-class mail service will not exceed by more than 3 per 
centum the revenues therefrom.” 


EFFECTIVE DATES 


Sec. 111. (a) The rates of postage prescribed by this title, except those pre- 
scribed in section 104 (a), shall become effective on July 1, 1957. 

(b) The rates of postage prescribed by section 104 (a) of this title shall be- 
come effective as provided in such section 104 (a). 

(ec) The fee prescribed by section 106 (2) of this title shall become effective 
on January 1, 1958. 
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(d) Section 109 of this title shall become effective as of the effective date of the 


Civil Service Retirement Act Amendments of 1956. 


TITLE II—POSTAL RATE POLICY 


SHORT TITLE 


Sec. 201. This title may be cited as the “Postal Rate Policy Act.” 


FINDINGS 


Sec. 202. The Congress hereby finds that— 


(1) the postal establishment was created to unite more closely the Ameri- 
can people, to promote the general welfare, and to advance the national 
economy ; 

(2) the postal establishment has been extended and enlarged through the 
years into a nationwide network of services and facilities for the com- 
munication of intelligence, the dissemination of information, the advance- 
ment of education and culture, and the distribution of articles of commerce 
and industry ; 

(3) the development and expansion of these several elements of postal 
service, under authorization by the Congress, have been the impelling force 
in the origin and growth of many and varied business, commercial, and in- 
dustrial enterprises which contribute materially to the national economy 
and the public welfare and which depend upon the continuance of these 
elements of postal service ; 

(4) historically and as a matter of public policy there have evolved, in 
the operations of the postal establishment authorized by the Congress, cer- 
tain recognized and accepted relationships among the several classes of 
mail. It is clear also, from the continued expansion of the postal service 
and the authorization of certain services rendered or facilities provided at a 
ealeculated loss to the Government, that the postal establishment performs 
some functions in which the public interest outweighs the profit and loss 
factors which would prevail if the postal establishment were operated solely 
as a business enterprise ; 

(5) The postal establishment should be operated in a businesslike manner 
but clearly is not a commercial enterprise conducted for profit and it would 
be an unfair burden upon users of the mails to compel them to underwrite 
those expenses incurred by the postal establishment which are not related 
to the postal services they receive; 

(6) Notwithstanding the need for all users of the mails to be informed 
with reasonable certainty of the postal rates and fees which will be imposed 
upon them, the Congress heretofore has not laid down a firm policy (except 
for fourth-class mail and certain special services authorized by law) with 
respect to the identification and evaluation of those services rendered by 
the postal establishment in whole or in part for the benefit of the general 
public and those services which inure in whole or in part to the benefit of 
certain users of the mails; and 

(7) the public interest and the increasing complexity of the social and 
economic fabric of the Nation require an immediate, clear, and affirmative 
declaration of congressional policy for the creation and maintenance of 
a sound and equitable postal-rate structure which will assure efficient 
service, produce adequate postal revenues, and stand the test of time. 


DECLARATION OF POLICY 


Sec. 203. (a) The Congress hereby emphasizes, reaffirms, and restates its 


function under the Constitution of the United States of forming postal policy. 


(b) It is hereby declared to be the policy of the Congress, as set forth in 


this title— 





(1) to provide a more stable basis for the postal rate structure through 
the establishment of general principles, standards, and related require- 
ments with respect to the determination and allocation of postal revenues 
and expenses ; and 

(2) in accordance with these general principles, standards, and related 
requirements, to provide a means by which the postal-rate structure may be 
fixed and adjusted by action of the Congress, from time to time, as the public 
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interest may require, in the light of periodic reviews of the postal-rate 
structure, periodic studies and surveys of expenses and revenues, and peri- 
odie reports and recommendations, required to be made by the Postmaster 
General as provided by section 206 of this title, on the basis of the cost 
ascertainment system. 

(ce) The general principles, standards, and related requirements referred 
to in subsection (b) of this section are as follows: 

(1) In the determination and adjustment of the postal-rate structure, 
due consideration should be given to— 

(A) the preservation of the inherent advantages of the postal service 
in the promotion of social, cultural, intellectual, and commercial inter- 
course among the people of the United States, 

(B) the development and maintenance of a postal service adapted to 
the present needs, and adaptable to the future needs, of the people of 
the United States, 

(C) the promotion of adequate, economical, and efficient postal service 
at reasonable and equitable rates and fees, 

(D) the effect of postal services and the impact of postal rates and 
fees on users of the mails, 

(E) the requirements of the postal establishment with respect to the 
manner and form of preparation and presentation of mailings by the 
users of the various classes of mail service, 

(F) the value of mail, 

(G) the value of time of delivery of mail, and 

(H) the quality and character of the service rendered in terms of 
priority, secrecy, security, speed of transmission, use of facilities and 
manpower, and other pertinent service factors. 

(2) The acceptance, transportation, and delivery of first-class mail con- 
stitutes a preferred service of the postal establishment and, therefore, the 
postage for first-class mail should be sufficient to cover (A) the entire 
amount of the expenses allocated to first-class mail in the manner provided 
by this title and (B) an additional amount representing the fair value of 
all extraordinary and preferential services, facilities, and factors relating 
thereto. 

(8) Those services, elements of service, and facilities rendered and pro- 
vided by the postal establishment in accordance with law, including services 

having public service aspects, which, in whole or in part, are held and con- 
sidered by the Congress from time to time to be public services for the pur- 
poses of this title shall be administered on the following basis: 

(A) the sum of such public service items should be assumed directly 
by the Federal Government and paid directly out of the general fund of 
the Treasury and should not constitute direct charges in the form of 
rates and fees upon any user or class of users of such public services, or 
of the mails generally, and 

(B) nothing contained in any provision of this title should be con- 
strued as indicating any intention on the part of the Congress (i) 
that such public services, or any of them, should be limited or restricted 
or (ii) to derogate in any way from the need and desirability thereof 
in the public interest. 

(4) For the purpose of the determination and adjustment of the postal-rate 
structure in the manner provided by this title and by section 207 of the Act 
of February 28, 1925, as amended (39 U. S. C., sec. 247), and section 12 
of the Act of October 30, 1951 (39 U. S. C., see. 246f), the postal rates shall 
be adjusted from time to time so that the total amount of the adjusted 
revenues shall be approximately equivalent to the total amount of the 
expenses, both as determined in the manner provided by this title. 


AUTHORIZATION OF APPROPRIATED FUNDS 
Sto. 204. There is hereby authorized to be appropriated to the revenues of the 
Post Office Department for each fiscal year from any money in the Treasury not 
otherwise appropriated an amount equal to the sum of the public service items 
referred to in section 203 (c) (3). Such appropriations shall be available to 
enable the Postmaster General to pay in to postal revenues at quarterly or 

ther intervals such amounts as he shall determine to be necessary to reimburse 
the Post Office Department for such expenses and losses of revenue. 
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APPLICATION OF COST ASCERTAIN MENT SYSTEM 


Sec. 205. (a) For the purposes of this title, revenues and expenses shall be de- 
termined and ascertained, and each allocation and apportionment with respect 
thereto shall be made, upon: the: basis of the cost ascertainment system, to the 
extent not otherwise indicated in this title. 

(b) Nothing in this title shall be construed to affect the cost ascertainment 
system or any authority, power, duty, or procedure of the Postmaster General 
or of the postal establishment generally, except to the extent necessary to carry 
out this title. 


REVIEWS, STUDIES, SURVEYS, REPORTS, AND RECOMMENDATIONS OF POSTMASTER 
GENERAL 


Sec. 206. (a) The Postmaster General is authorized and directed to initiate 
and conduct, through the facilities of the postal establishment, either on a con- 
tinuing basis or from time to time, as he deems advisable, but not less often 
than every two years, a review of the postal-rate structure and a study and 
survey of the expenses incurred and the revenues received in connection with 
the several classes of mail, and the various classes and kinds of services and 
facilities provided by the postal establishment, in order to determine, on the 
basis of such review, study, and survey for each class and kind of service or 
facility provided by the postal establishment, the need for adjustment of postal 
rates and fees in the manner provided by this title. 

(b) The Postmaster General shall submit to the Senate and the House of 
Representatives not later than April 15 of each alternate fiscal year, beginning 
with the fiscal year ending June 30, 1959, a report of the results of the review, 
study, and survey conducted pursuant to subsection (a) of this section. Such 
report shall include— 

(1) information with respect to expenses and revenues which is perti- 
nent to the allocation of expenses and the determination and adjustment of 
postal rates and fees in the manner provided by this title, 

(2) such other information as is necessary to enable the Congress, or 
as may be required by the Congress or an appropriate committee thereof, to 
carry out the purposes of this title, and 

(3) such recommendations as the Postmaster General deems appropriate. 


CONGRESSIONAL ACTION PREREQUISITE TO ADJUSTMENTS IN POSTAGE RATES AND FEES 


Sec. 207. Except as otherwise provided by law, nothing in this title shall be 
construed to authorize any change, adjustment, or revision with respect to any 
postal rate or fee, except by further action of the Congress. 


DEFINITIONS 


Sec. 208. (a) For the purposes of this title, the term— 

(1) “cost ascertainment system” means the cost ascertainment system 
(including the principles and standards thereof) utilized by the Post Office 
Department (39 U. 8. C., sec. 826) for the ascertainment and allocation of 
expenses and revenues of the postal service, as in effect from time to time, 
to the extent consistent with this title: 

(2) “revenues” and “costs,” whether applied to the total postal opera- 
tion or to the mail classes or services, shall have the same meaning as when 
used in the Cost Ascertainment Report, and the terms “costs” and “ex 
penses”’ shall be synonymous: and 

(3) “adjusted revenues”, whether applied to the total postal operations 
to to the mail classes and services, shall mean the revenues, increased by 
the sums authorized under section 204 to be appropriated to the Post 
Office Department for the public service items referred to in section 203 
(ec) (3). 

(b) Whenever reference is made in this title, or in any other law or regu- 
lation in connection with this title, to any of the several classes of mail and 
services, such reference shall have the same meaning as when used in the Cost 
Ascertainment Report, except that first-class mail shall include domestic air 
mail other than air parcel post. 
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The Cuamman. We have with us this morning the Postmaster 
General and his staff who will develop the proposal he has submitted 
and the reasons for the proposal. 

I hope that the hearings can be concluded expeditiously. Some 
time ago, I provided each member of the committee with a copy of 
our postal rate hearings of last year as well as a copy of the com- 
mittee report. The hearings in themselves were covered in nearly a 
thousand pages of printed testimony, covered 22 sessions of hearings 
and testimony ; statements were taken from 152 witnesses. 

It is my belief that if the members will familiarize themselves with 
these hearings, then the witnesses could file statements for the record 
and highlight the changes in their position and point of view if any 
since their testimony about 9 months ago. This would considerably 
ease the burden on the committee from the standpoint of time and 
also make it easier on the witnesses. 

I might say particularly to the new members of the committee 
that the setting of postal rates is a very difficult and complicated prob- 
lem. No one likes to raise postal rates any more than they like to 
raise taxes. At the same time, I believe the hearings will demonstrate, 
as they have to those of us who have sat through them many years, 
that the only equitable way to levy a charge for the service performed 
to mailers, particularly large mailers, of any class of mail, including 
first-class mail, is to do it through the rates themselves. 

Personally, I have been in favor of the establishment of an inde- 
pendent rate board or commission ever since I have been on this com- 
mittee. I feel that postal rates should be fixed by a regulatory body 
just like the rates for airlines are fixed by the Civil Aeronautics Board 
and rates for the railroads and trucks are fixed by the Interstate 
Commerce Commission. Unfortunately, we have never been able 
to get favorable action on such a proposal. 

I do not think that postal rates can be made a political football. 
There is too much juggling around of postal rates. There should 
be an increase on a fair and equitable basis. 

This committee is faced with a most urgent decision in this question 
of postal rates. 

The budget of $71.8 billion which shocked the Congress and the 
country includes as a credit the passage of postal rate increases in an 
amount of $654 million for 1958 which were anticipated when the 
budget was submitted. 

Unless we pass this rate bill, the $71.8 billion budget will be in- 
creased by $654 million to a total of $72.461 billion. Even with pass- 
ing it, (estimated revenues for 1958, $462 million) we will be raising 
the budget to an even $72 billion in 1958. 

This rate bill is just as important a part of the fiscal program of 
the Congress as any cuts of a comparable amount we can make in 
other appropriations pointed out to the Congress by the Appropria- 
tions Committee. 

The first witness today is Postmaster General Summerfield. I am 
happy to recognize him and I suggest, General, you make an expres- 
sion of your case in any way that you feel would be acceptable to you 
and the members of this committee. We realize the General has 
undergone a very serious throat operation in the past few months and 
his voice is not as strong and vibrant as usual. 
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STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL OF THE UNITED STATES, ACCOMPANIED BY MAURICE 
H. STANS, DEPUTY POSTMASTER GENERAL; HYDE GILLETTE, 
ASSISTANT POSTMASTER GENERAL; ABE McGREGOR GOFF, GEN- 
ERAL COUNSEL; HARRY BROOKSHIRE, EXECUTIVE ASSISTANT 
TO THE POSTMASTER GENERAL; L. ROHE WALTER, SPECIAL 
ASSISTANT TO THE POSTMASTER GENERAL AND DIRECTOR OF 
PUBLIC RELATIONS; EDMUND J. WALSH, ASSISTANT CONTROL- 
LER, BUREAU OF FINANCE; AND IRVING I. RAINES, DIRECTOR, 
DIVISION OF POSTAL RATES, BUREAU OF FINANCE 


Mr. SummerrieLp. Mr. Chairman and members of the House Post 
Office and Civil Service Committee, it is always a privilege to appear 
before this committee, whose guidance and cooperation have encour- 
aged us in our continuing efforts to improve postal service and reduce 
the postal deficit. 

This committee has earned the esteem of the present postal adminis- 
tration, its half million devoted employees, and the millions of Ameri- 
can taxpayers for its vigorous efforts to improve the postal service and 
place the Post Office Department once again on a sound financial 
basis. Your dedicated efforts to resolve the financial problems of the 
Department through extensive hearings and independent research 
have been most heartening to us. 

Many members of this committee have participated in previous rate 
hearings and are wholly familiar with the full story of the Depart- 
ment’s fiscal plight. That they are well aware of the Department’s 
need for postal rate increases was manifested in the action of this 
committee last year in supporting its proposals for rate adjustments. 
However, many of you are newly appointed to this committee and no 
doubt would welcome full and detailed information on the need for 
the legislation proposed in H. R. 5836. I should like, therefore, to 
review the pertinent facts so that they may be evaluated in their 
proper perspective. 

On May 29, 1956, this committee reported favorably on a bill which 
not only would have produced millions of dollars in badly needed addi- 
tional revenues but which also documented the financial and rate- 
making policies which Congress has historically applied to the Post 
Office ‘Department. This policy statement is incorporated without 
change in the bill before you. 

The enactment by Congress of this statement of policy would pro- 
vide a standard and a mechanism for establishing adequate and equi- 
table postal rates. If this is observed, the taxpayers of the United 
States would be relieved of the unjust burden of huge annual postal 
losses in the future. 

The bill approved by this committee last year would have produced 
additional annual revenues of $430 million. This bill was passed by 
the House on July 6, 1956, by a substantial margin. Unfortunately, 
there was insufficient time during the life of the 84th Congress for the 
Senate to complete action on postal rates. 

This delay in adjusting postal rates is now being paid for by the 
taxpayers of this country at the incredible rate of a million and a half 
dollars every working day. 
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There is a compelling need for prompt action to reduce the huge 
annual losses of the Post Office Department. The postal deficit in the 
next fiscal year is estimated at $651 million. But this large estimated 
deficit for 1958 is based on today’s cost conditions. We already know 
that other cost items not included in the budget, such as retroactive 
increases in the rates we pay the railroads for conveying the mail, will 
increase these losses still further this year. 


THE CASE FOR POSTAL RATE INCREASES 


In presenting the case for postal rate increases I intend to establish 
the following points: 

(1) ‘That the present postal losses are of staggering proportion ; 

(2) That hugh postal losses are purely a postwar development ; 

(3) That these postwar losses are the direct consequence of 
rising costs and lagging increases in rates of postage ; 

(4) That other nations have avoided similar losses by raising 
rates of postage from time to time to more realistic levels; 

(5) That postal losses can be materially reduced only by means 
of postal rate increases; 

( 6) That postal losses are an inequitable burden on the general 
taxpayer and should be met by the users of the mails: 

(7) That the rate proposals under consideration are fair and 
equitable ; 

(8) That widespread public support exists for proposed rate 
increases ; and finall 

(9) That the policy approved by this committee last year, and 
contained in H. R. 5836, incorporates in a single statement the 
financial principles which Congress has always applied to the 
postal operation ; and that the enactment of this policy statement 
would permit future postal administrations to operate on a sound 
financial basis. 


1. The present postal losses are of staggering proportion 

During the last 11 years there has been an appalling expenditure of 
public funds to subsidize postal services performed principally for 
large users of the mails. In this fiscal year the postal deficit will be 
$515 million. In fiscal 1958, it is estimated to be $651 million. 

Since 1945, the Government has sustained postal losses amounting 
to about $5 billion, even after excluding all identifiable expenditures 
for public-welfare services. 

Let me illustrate to you how much $5 biilion is. 

Five billion dollars is equal to the full cost of building 6,600 high 
schools at $750,000 each, or 14,200 elementary schools at $350,000 each, 
or 145,000 additional classrooms at approximately $35,000 each for 
the use of our children. 

Five billion dollars is equal to the cost of providing Salk antipolio 
vaccine to every man, woman, and child on the face of the earth. 

Five billion dollars is twice as much as the total expenditures of 
the American Red Cross in this century. 

Five billion dollars is approximately equal to the amount spent by 
the Government for its atomic-energy program over the last 3 years. 

Five billion dollars is equal to the cost of building 51,000 miles of 
new highways; or of adding more than 700 modern strato-jet long- 
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range bombing planes to our Air Force; or of fully equipping 25 
infantry divisions. 

The interest alone on $5 billion amounts to $137 million a year, addi- 
tionally, which adds further to the postal-deficit burden borne by the 
taxpayer. 


2. Huge annual losses are purely a postwar development 


Many people have mistakenly been led to believe that the Post Office 
has always lost huge sums of money. This simply is not true. 

I shall now refer to chart 1. 

(The chart referred to follows :) 


AVERAGE ANNUAL DEFICIT 


( IN MILLIONS ) 





NOTE: Ouring wor yeors, 1941-45, overage annual surplus of $33 million 


Mr. Summerrievp. Chart 1 shows, in simple graphic form, the over- 
whelming disparity between the average prewar and the average post- 
war losses. The war years are omitted because during that period 
the Department produced an annual surplus, since a large share of 
its costs was paid by the military. As indicated on the chart, from 
1900 to 1940 the reported average annual deficit was about $33 million. 
When we compare this modest sum with a postwar average of $445 
million—which is almost 14 times as great—the conclusion is inevitable 
that there is no tradition that the Post Office should continuously lose 
money. 

In fact, if we use computations provided by the Kelly law—which 
eliminates from the postal deficit all public service costs and all sub- 
sidies—it is shown that the Post Office Department did not operate 
at a loss during the period from its very inception to 1946. This 
is a conclusion reached by Congressman Kelly himself for the years up 
to 1930, and by a consultant for the Magazine Publishers Association 
for the years from then up to the end of World War II. 
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The record is crystal clear. Heavy and recurring postal deficits 
are a product of our times and it is our responsibility to find a solution 
and correct it. 

3. These postwar losses are the direct consequence of rising costs and 
lagging increases in rates of postage 


I shall now refer to chart 2. 
(The chart referred to follows :) 


Millions of Dollars 


SINCE 1945 


INCREASES 
IN ANNUAL 
POSTAL 
COSTS 


SPBILLION - 860 


Mr. SumMeERFIELD. Chart 2 reveals the reasons for the huge postal 
losses of the postwar years. Since 1945, increases in wages, trans- 
portation, and other costs of the Department have amounted to $1,860 
million. About $1.3 billion is the direct result of wage and fringe 
benefit legislation enacted by the Congress. Since 1945, Congress 
has granted postal workers six well-deserved increases in wages and 
numerous fringe benefits. The balance is due to employee retirement 
costs and to the higher prices the Department must pay for everything 
it buys, including transportation services. The Post Office operates 
in the same economic climate as private business and the households 
of the country. It has not and cannot be insulated from the infla- 
tionary cost trends of recent years. 

I shall now refer to chart 3. 
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(The chart referred to follows:) 


Steg 
aay 
Np Ry VE 
gear 





Mr. Summerrretp. While Congress was increasing wages 6 times 
at a cost of $1.3 billion annually, it raised postal “rates on just 2 
occasions to provide only $275 million in additional revenues. 

In other words, the huge losses of recent years reflect the fact 
that Congress has ‘not enacted postal rate increases sufficient in scope 
to offset large and unavoidable increases in costs. For all practical 
purposes, our rate level today is little changed from the level of 1932. 
This is illustrated on the next chart. 

I shall now refer to chart 4. 

(The chart referred to follows on p. 21.) 

Mr. Summerrietp. The year 1932 is used here as a base because that 
is the year in which Congress raised letter rates to 3 cents. Since 
then, postal cost levels have increased approximately 110 percent but 
letter rates remain unchanged. 

While postal costs have more than doubled, the rates on third-class 
mail, consisting largely of advertising matter, have increased only 38 
percent. Peet Sam rates are only 3 percent above the level of 1932. 

Let me repeat. The main reason for record postal losses over the 
past 11 years is the failure to adjust rates of postage to offset unavoid- 
able increases in what it costs to handle the United States mails, 


4. Other nations have avoided similar losses by raising rates of postage 
from time to time to more realistic levels 

In recent months there have been articles appearing in general 

magazines extolling foreign postal systems and questioning whether 

more efficient management of our own Post. Office would eliminate the 
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SINCE 1932 
ALL POSTAL COSTS but POSTAL RATES HAVE 
YP 110 % LAGGED FAR BEHIND 








Clerk's Pay Up 112 a 
City Camiers Pay Up 1107 Letter Rates Same as 1982 


Rural CarriesFay Up 1262/ 3rd Class - Gp only 38% 


Railroad Rates Up 1/62 palo 
PTS.Wages Up 1027 2nd Class Up only 3% 
* IN-COUNTY RATES SAME AS 1885. 


Cost of Trucks Up 2667 
* ADVERTISING LB. RATES BELOW 1932 LEVEL. 


* SOME IN-COUNTY SERVICES STILL 
PERFORMED FREE OF CHARGE. 


postal deficit. Since this line of reasoning also reflects on the efficiency 
of our dedicated employees, it deserves to be answered. 

I shall now refer to chart 5. 

(The chart referred to follows:) 


THE U.S.A. AND OTHER NATIONS 


AREA ¢ SALARIES * RATES 
AREA SERVED ANNUAL SALARY pOMESTIC 











L911) ene a A 

GERMANY 96,000 $1,161 48 
FRANCE 212,655 1149 4.3¢ 
BELGIUM 11,755 1,434 4.0¢ 
NORWAY 125,064 1,622 4.2¢ 
SWITZERLAND 16,000 1,830 46¢ 

SWEDEN 173,378 1,815 486 
AVERAGE 105,808 1,502 44¢ 


GU. S.A. | 3022387 |. $4,410 3.0¢ 
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Mr. Summerrtevp. This chart tells a very revealing story. The 
United States Post Office, serving an area almost 30 times as great as 
the average for the nations listed, and paying wages 3 to 4 times as 
great, is delivering letter mail at lower rates of postage today. No 
wonder we have a lar ge deficit. If we were to apply our standards of 
pay and our levels of 7 postal rates to the postal system of Sweden, for 
ext unple, Sweden would show an operating loss of 80 percent instead 
of the 5 percent surplus which it now produces. Under similar circum- 
stances, every postal system in the world would suffer huge annual 
losses. 

Foreign postal systems have avoided heavy losses during the in- 
flationary postwar period by sensibly raising their postal r ‘ates. In 
the past 5 years alone, 50 countries have raised their rates of postage 
on letter mail, as well as for other services. 

Canada, for example, operates its postal system on a breakeven 
basis with a nonlocal letter rate of 5 cents on the first ounce. 

The United States Post Office is the only major postal system in 
the world which continues to operate with heavy recurring annual 
losses. 

5. Postal losses can be materially reduced only by means of postal 
rate increases 

The only way our postal deficit can be substantially reduced without 
curtailing necessary service is by increasing postal rates. Let me 
illustrate. 

I shall now refer to chart 6. 

(The chart referred to now follows :) 


ANNUAL POSTAL DEFICITS (in miltons ) 


FISCAL YEAR 


















BASIC DEFICIT NEWLY ADDED COSTS* 





LAVA | Ma ela 61 





1952 

1953 650 

1954 399 

1955 363 

1956 464 
ESTIMATE 1957 515 


suoceT 1958 





«FOR [958 THESE ADDED ITEMS ARE: ** THIS DEACIT DOES NOT 


PAY INCREASES... . . . SO INCLUDE PENDING RAIL 
EMPLOYEE FRINGE BENEFITS . Tee RATE INCREASES, FURTHER 
RETIREMENT FUND CONTRIBUTIONS... . . . 132 EMPLOYEE PAY INCREASES 
INCREASE IN CAPITAL EXPENDITURES OVER 1952 .. 47 OR FRINGE BENEATS, AND 
RAIL RATE INCREASE 1953. ....... . . 28 THE DEPARTMENT'S FACILITIES 


WAL oo Men nh oe 
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Mr. Summerrietp. This chart reveals the fiscal record of the De- 
partment in recent years and as projected for 1957 and 1958. 

The Post Office Department and all those of us who are a part of it 
are proud of this record and grateful to this committee for making 
contributions by way of legislations which has enabled us to accom- 
plish what this chart so clearly indicates. 

In 1952 the annual postal deficit had reached $720 million. This 
deficit has been steadily reduced under our program and, had postal 
cost levels not increased, would have been $178 million in 1958. This 
reduction reflects the combined effect of legislation relieving us from 
airline subsidies and the cost of handling Government mail, increased 
parcel post and foreign mail rates, and economies in operation. 

However, wage and other legislation, railway mail rate increases, 
capital improvements to correct deferred maintenance and obsoles- 
cence, and other cost increases which are beyond our control, have 
reversed this trend, 

Column 3 shows the effect of these unavoidable increases in cost 
which will reach a total of $473 million in fiscal 1958. A breakdown 
of the $473 million is shown below on the chart. 

Asa result, our actual deficit, which was reduced 50 percent by 1955, 
is once again increasing rapidly. It is expected to reach a minimum 
of $651 million in 1958. 

But this large estimated deficit for 1958 is based on today’s cost 
conditions. There is a strong indication that other cost items, not 
included in our budget for 1958, will increase that deficit still further. 

For example, petitions have been filed before the Interstate Com- 
merce Commission by the eastern, southern, and western railroads 
which, were they granted as requested, would increase current trans- 
portation costs by $150 million. 

A number of bills have already been introduced to increase the pay 
of postal employees. One such bill alone would cost the Department 
a billion dollars a year. There is no way to estimate the increased 
cost which may result from proposed pay increases, but I should like 
to point out to the committee that each 1-percent increase in pay adds 
about $25 million a year to our wage costs. 

Also, the picture we have given you here makes no provision for 
an urgently needed facilities modernization program, the cost of which 
is estimated at not less than $110 million annually over a 5-year period. 

There is another urgent reason for prompt enactment of this bill. 
The need for retaining a balanced Federal budget and forestalling 
further inflationary tendencies in our economy is a matter of grave 
concern. Iam sure every member of this committee and every Mem- 
ber of Congress is familiar with this problem. 

The Bureau of the Budget, in computing Federal revenue for fiscal 
1958, anticipated sizable increases in postal rates. Failure to enact 
these proposals will nullify much of the efforts of Congress to reduce 
the Federal budget for 1958. 

Mr. Chairman, I have in my hand a letter from the Honorable 
Percival Brundage, Director of the Bureau of the Budget. I should 
like to read the final sentence of this letter and, with your permission, 
submit a copy of the letter for the record. 

The Cuarrman. It will be included in the record at this point. 
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(The letter referred to follows:) 


DNXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C. March 7, 1957, 
The honorable the PostTMASTER GENERAL 

My Dear Mr. PosTMASTER GENPRAL: I understand that you will soon begin 
your testimony on the proposed bill to increase postal rates. The enactment 
of a postal rate increase was forecast in the 1958 budget and is an important 
part of the administration’s fis¢al policy. The net expenditures forecast in our 
budget are very large and have been severely criticized in many quarters. If we 
should fail to obtain the postal rate increase, the result would of course be an 
increase in our net budget expenditures and a reduction of the relatively small 
budget surplus anticipated for fiscal 1958. 

This emphasizes the importance of prompt action on the Department’s proposed 
legislation to increase postal rates. The Bureau of the Budget strongly sup- 
ports the proposed rate bill and the general concept of a self-supporting postal 
system. 

Sincerely yours, 
PERCIVAL BrunpaGE, Director. 

Mr. SUMMERFIELD (reading) : 

The Bureau of the Budget strongly supports the proposed rate bill and the 
general concept of a self-supporting postal system. 

By enacting this bill now, Congress will insure the American tax- 
payers that heavy postal deficits are a matter of history; that the 
postal system will be equipped to handle the infinitely greater mail 
volume of the future; and that the Post Office Department will cease 
to be such a staggering drain on the Federal budget. 


6. Postal losses are an inequitable burden on the general taxpayer and 
should be met by the users of the mails 

The issues at stake in this bill involve more than fiscal responsibility. 
There is a moral issue as well. 

In the interest of fair play, we should not contiue to burden the 
American taxpayer with the cost of postal services performed for 
others. The fact that about 75 percent of all mail originates with 
businesses operated for private profit emphasizes the injustice of the 
present means of financing the postal operation. 

There is neither justice nor logic in asking the taxpayer to pay a 
substantial part of the cost of distributing commercial advertising 
matter through the mails. We do not ask or expect the taxpayer to 
pay part of the cost of the paper on which the advertisements are 
ary or the cost of the printing itself. Congress, I am sure, would 
»e shocked at the suggestion that the tax dollar be used for such a 
purpose. And yet, the costiof distributing an advertisement is no less 
a legitimate business cost than either paper or printing. 

We should not confuse the identity of the general taxpayer with that 
of the mailuser. Iam sure that the Iowa farmer, or the Pennsylvania 
miner, or the Georgia millworker has no desire to pay a large share of 
the cost of the direct-mail advertising of the New Y ork fashion shop, 
or the mailing costs of a financial journal, or the vast amount of first- 
class business correspondence which moves daily through the mails. 

Nevertheless, in the current fiseal year these people, along with 
countless other hard-working American taxpayers, will have to furnish 
many millions of dollars to provide mail services to private and busi 
ness users. Next year the cost to the taxpayer will be greater still. 
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Further delay in enacting long overdue postal rate increases will 
serve only to extend and perpetuate the injustice of charging the 
American taxpayer for services which others receive. 


7. The rate proposals under consideration are fair and equitable 

There is widespread agreement concerning the need for postal rate 
adjustments. But there remains the problem, now as always, to deter- 
mine the size and nature of the adjustment in ‘each category of service, 

One fact is clearly apparent. All the classes of mail affected by 
this bill cost more to handle today than when their present rates were 
established and all users of the mails should expect to pay more. 

Reflected in H. R. 5836 are such considerations as the value of service 
received by each category of mail, the ability of the users of various 
categories of mail to pay the increased rates of postage, the time which 
must be allowed certain users—because of contractual and other obli- 
gations—to adjust to the proposed level of rates, the elasticity of 
demand for the various services, and the revenue needs of the De- 
partment. 

We believe that these are equitable and workable rates, previously 
endorsed in large part by this committee. Certainly we would be 
guided by any proposals developed by this committee which would 
raise comparable or greater revenues by means of fair and reasonable 
rate adjustments. 

The Deputy Postmaster General, who will follow me this morning, 
will enumerate the specific proposals for increases in rates and the 
reasons for them. 

8. Widespread public support exists for proposed rate increases 

None of us likes to see prices increased on the goods and services we 
buy. This makes all the more remarkable the widespread public 
support for postal rate increases. 

In poll after poll conducted by Members of Congress and independ- 
ent agencies the extraordinary American citizen has expressed his 
willingness to pay higher postal rates in order that his Post Office 
Department might operate on a soundly financed, businesslike basis. 

I should like also to pay tribute to the newspapers of America which, 
despite the fact that their rates of postage would be substantially 
increased, have unselfishly supported rate adjustments in their edi- 
torials by a margin of about 5to1. This is most encouraging to us. 

Rate increases are also supported by responsible Gov ernment officials 
in both the executive and legislative branches. The President of the 
United States, the Secretary of the Treasury, and the Secretary of 
Commerce have spoken in support of rate adjustments. 

The proposals before us are neither political nor partisan in nature. 
It is a matter of record that the rate bill approved by this committee 
during the 84th Congress passed the House with bipartisan support. 
Sound financial man: ‘agement is a responsibility which is not limited 
by political affiliation. 

For further evidence of the nonpartisan nature of these proposals 
let me recall the support last year of two Democratic former Post- 
masters General, Jesse M. Donaldson and James A. Farley, and the 
Democratic chairmen of the Post Office Appropriation Subcommittees 
of Congress. 
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9. The policy approved by this committee last year, and contained in 
H.R. 5836, incorporates in a single statement the financial prin- 
ciples which Congress has always applied to the postal operation; 
and that the enactment of this policy statement would permit 
future postal administrations to operate on a sound financial basis 

A great deal has been said in previous hearings, and will un- 
doubtedly be said again during the present hearings, concerning the 
need for establishing a financial policy for the Post Office Department 
before making any adjustments in postal rates. 

The bill before you solves this problem by combining a statement 
of policy with specific rate adjustments implementing that policy. 

The statement of policy contained in these proposals is identical 
with that developed by this committee after holding extensive hearings 
last year and passed by the House of Representatives on July 6, 1956. 

This committee deserves high praise for its restatement of the his- 
toric rate policies of Congress. The formal recognition by Congress 
of the policies promulgated by this committee would insure adequate 
and equitable postal rates in the future. The policy statement con- 
tained in H. R. 5836 is comprehensive and answers in full the num- 
erous questions raised by witnesses in the past regarding congressional 
intent with respect to postal rates and financial policy. 

Most of the members of this committee are familiar, of course, with 
the language and contents of this policy statement. However, because 
of the signficance of the principles advanced therein, I should like to 
bring to the attention of the new members of the committee the far- 
reaching effect of the language contained in the policy section of this 
bill. I shall undertake to do this by asking a few questions typical 
of those raised before this committee in the past and answering them 
in terms of the meaning of title II of the bill before us. 

1. Question. Is the Post Office a business or a service ? 

Answer: The Post Office is clearly not a commercial enterprise con- 
ducted for profit, but it should be operated in a businesslike manner. 

2. Question. What financial goals are established for the Post Office 
Department ? 

Answer. Postal rates shall be adjusted from time to time so that 
the total amount of the revenues shall be approximately equivalent 
to the total amount of the expenses. 

3. Question. Are certain postal services deliberately performed at a 
caleulated loss? 

Answer. It is clear that the Post Office performs some public wel- 
fare functions in which the public interest outweighs the need for full 
cost recovery. 

4. Question. Will postal patrons be required to pay for such public 
welfare service of the Post Office Department ? 

Answer. No. The sum of such public service items should be as- 
sumed directly by the Federal Government and should not constitute 
direct charges in the-form of rates and fees upon any user or class of 
users of the mails. 

5. Question. Who shall determine which postal services are for the 
public welfare? 

Answer. The Congress, in establishing preferential rates of postage 
for certain users of the mails or on specific mail matter. 

6. Question. By what means is the Department to be reimbursed for 
public welfare expenditures. 








al 


rs 


is 
al 
m 
n- 
ce 


at 
nt 


)- 
il] 


Hie 
ite 
of 
he 
ge 


or 


READJUSTMENT OF POSTAL RATES 27 


Answer. The Postmaster General is authorized to withdraw at quar- 
terly or other intervals such appropriated funds from the general fund 
of the Treasury as are necessary to reimburse the Department for such 
expenses and losses of revenue. 

7. Question. What share of the total postal costs should the user 
pay / 

Answer. That share of the total costs not assumed directly by the 
Federal Government as being for public welfare items. 

8. Question. Should mail which receives preferential treatment pay 
for the fair value of the service it receives ¢ 

Answer. The acceptance, transportation, and delivery of first-class 
mail constitute a preferred service of the establishment and, there- 
fore, the postage for first-class mail should be sufficient to cover (@) 
the entire amount of the expenses allocated to first-class mail, and 
(6) an additional amount representing the fair value of all extraor- 
dinary and preferential services, facilities, and factors relating thereto. 

9. Question. What general principles and standards shall govern 
future adjustments in the postal rate structure ¢ 

Answer. (a) The promotion of social, cultural, intellectual, and 
commercial intercourse among the people of the United States. 

(6) The maintenance of a postal system adequate to the present 
and future needs of this Nation. 

(c) The effect of postal services and the impact of postal rates on 
users of the mails. 

(7) The services performed by users of the mails in preparing their 
mailings before presentation to their local post. office. 

(e) The value of various kinds of mail and services. 

(f) The speed of the service rendered to each class of mail. 

(g) The quality and character of the service rendered in terms of 
priority, secrecy, security, speed of transmission, use of facilities and 
manpower, and other pertinent service factors. 

10. Question. What criterion is to be recognized in determining 
postal costs ? 

Answer. Revenues and expenses shall be determined and ascer- 
tained, and each allocation and apportionment with respect thereto 
shall be made, upon the basis of the Department’s cost ascertainment 
system. 

11. Question. Does the policy statement establish a procedure for 
realizing the financial objectives prescribed therein / 

Answer. Yes. The Postmaster General is directed to submit to the 
Congress not later than April 15 of each alternate fiscal year: 

(a) Information with respect to expenses and revenues perti- 
nent to the adjustment of postal rates as provided ; 

(6) Such other information as is necessary or as may be re- 
quired by the Congress to carry out its purposes; and 

(c) Such recommendations as the Postmaster General deems 
appropriate. 

12, Question. Does Congress retain control of postal policy and 
postal rates ? 

Answer. Congress in this policy statement emphasizes, reaffirms, and 
restates its function under the Constitution of the United States of 
of forming postal policy. The statement of policy does not authorize 
any change, adjustment, or revision with respect to any postal rate or 
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fee, except by further action of the Congress or as otherwise provided 
by law. 

vA few days ago this committee reported out a bill, H. R. 5206, which 
identifies the public welfare services performed by the Department 
and authorizes reimbursement from the general fund of the Treasury 
for the losses incurred in those services. 

That bill, and H. R. 5836, the rate bill now under consideration, are 
consistent with one another and with the fiscal policies stipulated in 
Public Law 187 enacted by the 82d Congress. Public Law 137, you 
may recall, states, in essence, that— 

It is the sense of the Congress that any work, service, publication, or similar 
thing of value or utility performed by a Federal agency to or for any person 
shall be self-sustaining to the full extent possible. 

The enactment of title II of the bill before you would reaffirm the 
sound fiscal views of the Congress as expressed in Public Law 137. 
It would also restate in legislative form policies which, with the excep- 
tion of the brief period since World War II, have been continuously 
adhered to by the Congress for more than 150 years. It would put an 
end to futile and recurring controversy over the need for postal-rate 
adjustments. It would enable the Post Office Department and the 
users of the mails to predict the course of rate changes and plan 
accordingly. 

I am confident that when the Members of both Houses understand 
the historic significance of this committee’s declaration of policy it 
will be enthusiastically enacted by the Congress. 

I would like to conclude my remarks by stressing that I come before 
you fully aware of your conscientious efforts during the last 4 years 
to enact urgently needed postal-rate increases. 

Twice before during my tenure of office this committee has reported 
favorably on postal-rate legislation. Many of you have already given 
generously of your time and energies in attempts to solve our financial 
problems. 

I am deeply appreciative of the opportunity to appear before you 
and I extend to each of you my sincere thanks for the courtesies you 
have extended to me today. 


STATEMENT OF DEPUTY POSTMASTER GENERAL MAURICE H. 
STANS, POST OFFICE DEPARTMENT 


Mr. Stans. Mr. Chairman and members of the committee, my 
purpose today is to outline the postage rate changes proposed by 
Fi. R. 5836 and to present information supporting those changes. — 

Because of the large amount of material to be covered, many of the 
pertinent points I will discuss have been summarized on charts. For 
your ready reference and continuing study, each of you has been fur- 
nished a set of these charts. You may find it convenient to refer to 
them by number as I proceed. 7 

First, I would like to observe that during last year’s rate hearings 
the specific figures or procedures applied in our cost-ascertainment 
system were not challenged. Following the hearings, this committee 
concluded in its report that: 
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In periodic and exhaustive independent scrutiny and analysis by professional 
accounting and statistical organizations through the years the application of 
the basic cost-ascertained concepts and techniques has been sustained and 
the substantial accuracy of the figures established. 

This makes it unnecessary for me to explain again the mechanics of 
the cost-ascertainment system. For the benefit of anyone who would 
like to know more about the system, or for any witnesses who may 
have doubts as to its workings, I would like to incorporate here by 
reference the explanation I made before this committee im 1953. 

The important thing about cost ascertainment is that it does not 


in itself provide an automatic. formula .for fixing postal rates. It 


was not intended to do that. But cost figures can serve a useful 
purpose in postal ratemaking ee As the Postmaster Gen- 
eral has pointed out, title II of the bill enumerates these factors. 

Before discussing the specific provisions of H. R. 5836, I should 
like to point out that the bill does not affect the present rates on cer- 
tain classes of mail: 

(a) Air parcel post. 

(6) Second-class publications of religious, educational, scientific, 
philanthropic, agricultural, labor, veterans’, or fraternal organiza- 
tions not organized for profit. 

(c) Religious, educational, or scientific second-class publications 
designed epecibcally for use in school classrooms or in religious in- 
struction classes. 

(2) Within-county delivery of second-class publications. 

(e) Newspapers with a total circulation of 5,000 copies or less. 

(f) Third-class matter when mailed by religious, educational, and 
certain other nonprofit organizations, except that an increase of $10 
a year in the bulk mailing fee will apply to all permit holders. 

(g) Library books, films, and related materials; and 

(A) Fourth-class parcel post. 

I should now like to refer to chart 1. 

(The chart referred to follows :) 
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RATE BILL 










MAIL CLASSIFICATION 







Additional Reveave 
(millions of dollars) 


FIRST CLASS MAIL. wo weer eccr verse reser reese esses efesessesesinsesssesvese 
A. Letters 
8. Cords 
C. Drop Letters 












DOMESTIC AIR MAIL... 2.6 Siete. One dab sored ae pak alee Sentetell de. tamek 6 ne dain eee 
A. Letters 17.1 
B. Cards 2 7.3 
SECOND CLASSMAIL’ . 2. 2 eee eee Hate tléve eelIGSRk chidk a bblildic cid, GIRS 1 ig e bess ékis 





A. Publishers’ Outside County (0) Editorial 
(b) Advertising 


4 (15% increases) 
4 (15% increoses) 
Vv 







B. Minimum per Copy 
C. Transient 







1.5 
WHE a 8 oe aks she ve Be eso bie s sila Fase «3 Rees e 
A. Piece (e). Cirevlors, Merchandise & Mise, 




















(b). Books ond Cotalogs 


8. Bulk (2). Cireulors Merchandise & Mise, 
(b). Books ond Cetclogs 

C. Odd Sizes 

D. Annvel Bulk Mailing Fee 


FOURTH CLASS MAIL- »- + ee eee eee eesees 
Books 


CONTROLLED CIRCULATION. «+ + eee eee ees cece rere eee es oe ale eeoreeerereseeel 
7 


Net over 8 ounces 
over 6 ounces 


TOTAL ADDITIONAL REVENUE .. ~~. - 2s eee fee eee ee ef ee ee we es 


, Newspapers with circulation of 5,000 or less, are exempted from rate increases as ore the mailings of non-profit religiows, charitable, etc,, 
ergonizetions. ’ 





2 Mailings of non-profit religious, charitable, etc.m organizations are exempted from rate increases. 


3 Fourth Cless revenue gain trom rate increases is offset by revenve loss on additional material eligible for this preferential rate which now ’ 
poy higher chorges. 


Mr. Srans. Chart 1 shows a comparison of present rates of postage 
on the various classes of mail with those proposed in H. R. 5836, and 
the additional amounts of revenues which will be realized when the 
proposals are fully effective in the fourth year after enactment. 

The principal changes are these : 

In first-class and airmail: A 1-cent increase in letters and cards. 

In second-class (newspapers and magazines) : Four 15 percent an- 
nual increases in abies? pound rates and a one-eighth cent in- 
crease in the minimum piece rate; also a small adjustment in transient 
rates. 

In third-class (advertising materials and small parcels): An in- 
crease of 1 cent on individual piece mailings; an increase of 2 cents 
per pound on bulk mailings; an increase now of one-half cent on the 
minimum piece rate of bulk mailings, and an additional one-half cent, 
effective July 1, 1959; a 2-cent increase on each piece of odd-sized 
matter; an increase of $10 per year in the bulk mailing permit fee. 

Books: An increase of 2 cents on the first pound, and 1 cent on each 
additional pound. 

Controlled circulation publications: An increase of 2 cents per pound 
on publications weighing not over 8 ounces, and an increase of 1 cent 
per pound on those weighing more than 8 ounces. 
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Altogether these adjustments will produce $527.5 million annually in 
the fourth year after enactment, based on the 1956 volume of mail. 

The revenue increases in millions of dollars in each fiscal year are as 
follows: In 1958, $461.8; in 1959, $469.7; in 1960, $519.6; in 1961, 
$527.5. 

The differences between this bill and the one enacted by the House 
last year are: 

First class: An increase of 1 cent on post and postal cards and drop 
letters in this bill; in last year’s bill this mail was not increased. 

Second class: An aggregate increase of 60 percent on publishers’ 
pound rates in this bill over 4 years, instead of increases of 30 percent 
on reading matter and 120 percent on advertising matter last year. 

Third class: Two successive one-half cent increases in minimum 
piece rates of bulk mailings; last year’s bill had only one such increase 

Books: An increase in this bill of 2 cents on the first pound and 1 
cent on each additional pound of each mailing. Last year’s bill in- 
creased only the first pound. 

Controlled circulation: An increase of 2 cents per pound this year 
against a small decrease last year. 

Before discussing the merits of the individual proposals I should 
like to mention the effect of each of these bills on the postal deficit. 

H. R. 11380, as passed by the House last year, would have produced 
$420 million in the first year and would have reduced the deficit in 
that year from $515 million to $95 million. The present bill will pro- 
duce $462 million in fiscal 1958, reducing the estimated deficit of $651 
million to $189 million. Certain anticipated cost increases, such as 
impending railroad rate increases, would increase that deficit further. 

Thus, in spite of the fact that the present bill provides greater reve- 
nues than last year’s bill, the remaining deficit will also be larger. 
This is due to the fact that cost increases beyond our control have in- 
creased the postal deficit by a substantial margin within the last fiscal 
year, and these rising cost trends continue at the present time. 


APPLICATION OF COST ASCERTAINMENT TO POSTAL RATEMAKING 


Last year I explained in considerable detail how cost ascertainment 
could be used as a starting point for the addition or deduction of 
further factors properly applicable in ratemaking. The chart I used 
then for purposes of illustration has been revised to reflect fiscal 1956 
costs and revenues. I should like to review briefly this chart. 

I should like to refer to chart. 2. 
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(The chart referred to follows :) 


Summary of allocations of revenues and cost to classes of mail and services with 
computations necessary to reflect factors not carried in Post Office Department 
accounts, fiscal year 1956 

{In millions of dollars] 
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| | Nonbudgetary cost or revenue | | 
additions Esti- | | 
|Allocated|___ mil mated |Adjusted, 
budg- | | l realloca- | costfor | Total | Defi- 
Class of service etary (Cost paid! Public | tion of | revenue | reve- | ciency 
| expendi- | by other | service |Increased! cost for | require- | nues | in reve- 
| €ures | Govern- | revenue | cost not /intangible! ments | nues ! 
ment | orcost | wholly | factors | 
agencies | factors reflected | 
| ! (eredit) | | | 
| | | | 
(1) (2) | (3) ! (4) (5) (6) (7 | (zy | ) 
| 
Ist class mail..__._...__- | 978.0 | 55.8 9.8 +316. 3 1, 359. 9 |1, 013.7 346. 2 
Domestic airmail | 127.5 | 4.8 8] +32.4 165.5 | 150.9) 14.6 
2d class mail_.. . | 918.4] 17.1 | 3.1 2.7 | —167.6 167.6 65.9} 101.7 
Controlled elreulation. ... 7.7 | .4 53% 2 —2.0 6.1) 5.7] .4 
3d class mail__.__- 471.9 | 28.9 | 6.0 4.7) —124.9 374.6 | 266.0 108. 6 
Subtotal........ | 1, 903. 5 | 107. 0 | 9.1 | 18.1 | +54.2 | 2,073.7 |1, 502.2 | 571.5 
4th class mail_- eee 607.9 | 29. 6 15.0 ! 3.7 | 626. 2 592.8 | 33. 4 
International mail______- 81.0 | 2.6 | 1.1 | .4| 82.9| 85.5 | (2.6) 
Government mail... ._- 36.0 | 1.9 2.8 4) | 35.5) 34.5 1.0 
Special services.._._.___. 264.8 | Be tid dtodd 2.9) —57.9] 224.9) 224.9] / 
All other services__- 19.7 1.0 | BEL astepeecinds | +3. 7 9.1 | 9. I 
Titel, -wihs-daisa 2,912.9) 157.2) 43.3 | 25.5]. ----| 3,052.8 |2,449.0 | 608.3 





| | 











1 Does not include any amounts for Department’s modernization program, possible railroad rate Increases, 
or depreciation of public buildings used in the postal service. 


Mr. Srans. The first column of the chart shows the major classes of 
mail handled by the Department. Column 2 indicates the share 
of the Department’s expenditures allocated to each of these classes. 
The third column reflects further costs of the postal service, such as 
retirement contribution, workmen’s compensation, unemployment in- 
surance, custodial and other costs which are now being paid for us by 
other Government agencies. These are bona fide costs of operating 
the postal service and should properly be charged against the users 
of the mails. 

Column 4 lists the public welfare services of the Department. We 
believe that these items should not be paid by the users of the mails. 
H. R. 5206, reported by this committee last week, provides reimburse- 
ment to the Department from the general fund of the Treasury for 
most of this amount. 

Column 5 adjusts the figures for cost increases resulting from legis- 
lation, which were not wholly reflected during fiscal 1956, but applied 
at the end of the year. 

In the sixth column, adjustments are made for the service factors 
which are not taken into account in the cost figures. The computa- 
tions are recommended current applications of these factors, and 
follow a formula advanced by the Department’s Committee on Cost 
Allocation in its report of January 27, 1954. This procedure is in 
accordance with the policy statement in title IT of this bill. 

Column 7 shows the costs of each class of mail adjusted to reflect 
these service factors. These costs represent the revenue requirements 
for ratemaking purposes in each class of mail. Deducting from these 
figures the actual revenues as listed in column 8 leaves the revenue 
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deficiencies indicated in column 9. These are the amounts of revenue 
which, under this computation, should be supplied by current rate 
increases. 

The proposals in H. R. 5836 are clearly consistent with the results 
shown by the application of this formula except that the rate increase 
on second-class mail is less. 


FIRST-CLASS MAIL 


First-class mail is the Department’s prime service. The extent of 
preferential service given to letters is usually taken for granted with- 
out proper appreciation of its cost or its value. Letter mail receives 
preferential treatment from the moment of its deposit to the time 
of delivery. 

Letters are sealed against inspection by anyone except the sender 
and the recipient. This sanctity is so well established that men do 
not hesitate to entrust their most valued communications to the cus- 
today of first-class mail. 

Throughout the United States hundreds of thousands of collection 
boxes, in convenient locations, are provided almost exclusively for the 
deposit of first-class mail. The collection of mail from these deposi- 
tories on closely scheduled trips and at critical hours of the day is an 
integral part of the preferential service letter mail receives. 

First-class mail is handled first in post offices, and its dispatch is 
geared to transportation schedules which will expedite its delivery. 

The great bulk of letter mail, and in large post offices it reaches 
mountainous volume, arrives during the night hours. Thousands of 
employees are used at higher night differential rates of pay to handle 
the volume and speed it on its way. 

This preferential handling of first-class mail is obviously costly but 
it is essential to the kind of service the American people want for 
their letters. 

The 3-cent letter rate has been in effect for 25 years during which 
time as the Postmaster has already pointed out, postal costs have 
nearly doubled and vast changes have taken place in our economy. 
I would like to illustrate the incongruity of perpetuating the 3-cent 
letter rate. 

I should like to refer to chart 3. 

(The chart referred to follows :) 
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Mr. Stans. When the 3-cent letter rate was established in 1932, 
there were only about 125 million people in the United States and 
total national income was $42 billion. The average salary amounted 
to about $17 a week. 

We are now a Nation of 170 million people. National income has 
increased more than eightfold since 1932 and wage levels have hit an 
unprecedented high. The Consumer Price Index, showing what people 
pay for the basic things they need, has doubled. Yet, letter rates 
have remained fixed. 

In the past the contention has been made that the letter rate should 
not be increased because first-class mail is making a profit. I would 
like to set the record straight. First-class mail does not make a 
profit. 

The vast increases in the costs of operating the Department since 
letter rates were changed has caused a substantial deficit in first-class 
mail. Each letter bearing a 3-cent stamp now adds to our losses. 

I should now like to refer to chart 4. 

(The chart referred to is as follows:) 


Ist-class mail—a deficit service 


Allocated costs, fiscal 1956: Willions 
Paid by Post Office Department_________-___- . ‘ $978. 0 
aid by other Government departments___________~ ; ‘ 55.8 
Other costs of 1st-class mail: 
Wage increases (not fully effective in 1956) __ ; 9.7 
Costs reallocated for preferential service and value_____~- ‘ 316.3 
Total costs _______ tea aaa 1, 359. 8 
PB ee ale I at 1,013. 7 
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Mr. Srans. In fiscal 1956 the Department’s allocated costs of first- 
class mail amounted to $978 million. The next amount of $55.8 mil- 
lion represents postal expenditures made by other Government de- 
partments, including retirement pay, workmen’s compensation, and 
so forth. Next there appears $9.7 million to reflect wage increases in 
effect at the end of the year but not fully effective during the year. 
The last item of $316.3 million reflects a reallocation of costs to recog- 
nize the preferred service and value of first-class mail, consistent with 
title If of H. R. 583 

The total cost of first-class mail is about $1,360 million as compared 
to revenues of about $1,014 million, leaving a revenue deficiency of 
$346 million. This revenue deficiency is almost identical with the 
increased revenues of $348 million the Department would receive 
under the proposed rate adjustments for first-class mail. 

I should now like to refer to chart 5. 

(The chart referred to follows :) 
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_ additional postage 


Mr. Srans. A letter-rate increase would not be burdensome for the 
American family. Seventy-five percent of the additional revenues 
from a letter-rate increase would come from business. It is commer- 
cial firms that account for three-quarters of our letter-mail volume. 
The cost to the average American family would be about 4 cents a 
week, on a per capita basis less than a penny a week. 

[ should now hike to refer to chart 6, 
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(The chart referred to is as follows :) 


MEETING THE COST OF POSTAL SERVICE 
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Mr. Srans. If we fail to increase letter rates the postal deficit will 
continue to be borne, for the most part, by those who pay Federal 
income taxes. Currently, individieciio pay approximately 60 percent 
of all income taxes and corporations only 40 percent. In other words, 
excessively low letter rates maintained by taxes work to the disadvan- 

tage of the individual American taxpayer. 

Post and postal cards are a part of first-class mail, and receive the 
same expeditious handling as letters. They cost the Department 
almost as much to handle as letters, and the present 2-cent rate falls 
about $30 million short of covering allocated expenditures, a loss of 
about 1 cent on each card. 

The major volume of cards originates with business» Banks, insur- 
ance companies, public utilities, manufacturers, and marketing firms 
make extensive use of postal cards for billings, notifications of ship- 
ment, gathering marketing data, and other similar business purposes. 

If the rate on first-class postal cards is not increased in this bill 
with other rates, the service could be swamped with commercial adver- 
tising, using cards, seeking to avoid the higher third-class rates. 
Commercial firms would find it to their definite advantage to use cards 
for advertising purposes rather than third-class circulars. As volume 
shifted from third-class mail to a money losing first-class service, 
increased losses would be inevitable and letter mails would be delayed. 

It also seems desirable to maintain the existing rate relationship 
between letters and cards. At present, a 1-cent differential exists 
to reflect the primary distinction between letters and cards, the ele- 
ment of secrecy in correspondence. The Department considers the 
i-cent differential to be reasonable and recommends that it be retained. 
Drop letters are a relatively small portion of first-class mail. These 
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are the letters deposited in a post office without carrier service, to be 
called for by patrons of that office. 

Historically, drop letters and post and postal cards have always 
been charged the same rate of postage. The rates for both of these 
services have failed to keep pace with recent increases in postal costs 
and the extraordinary service given to this expedited mail. 


AIRMAIL 


Section 103 of the bill provides for a 1-cent increase for airmail 
letters and a similar increase for air post and postal cards. These 
adjustments will retain the present differentials that now exist between 
airmail and regular first-class mail. We think these differentials are 
proper ones to reflect the additional costs and the extraordinary service 
given to this expedited mail, 

There is some misconception that the only difference between air 
and ordinary letters is the type of transportation used. Airmail 
involves much more than simply carrying mail by air carriers. Fre- 
quent and separate dispatches of airmail are made between post 
offices and air terminals. The Department recognizes that the bene- 
fits of air flight can be largely nullified through delays in processing 
and handling on the ground. Consequently, every means at our dis- 
posal is used to expedite airmail through post offices, which adds 
further value to a service which guarantees the most rapid transpor- 
tation between post offices. 

Airmail is the Department’s fastest-growing service, a fact that 
speaks for itself in terms of the public’s desire for fast postal service 
and their willingness to pay for it. 


SECOND CLASS 


Now we come to second-class mail, a classification whose rates of 
postage are so low that substantial increases are clearly warranted. 

Second-class postal rates are 3 percent higher than they were in 
1932. This is a net result of reductions in 1934 offset by a 30-percent 
increase enacted in 1951. Since the fairness of this comparison was 
challenged in last year’s hearings, we have prepared a chart to demon- 
strate that the advertising portion of second-class matter today 
actually pays less than rates enacted 40 years ago. 

I should now like to refer to chart 7. 
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(The chart referred to was as follows:) 
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Mr. Stans. The chart shows present zone rates on the advertising 
portion of newspapers and magazine compared with those initially 
authorized by Congress in the act of October 3, 1917, when zone rates 
were introduced. 

Some publishers claim that low second-class rates are subsidies to 
the public and not to the publishing industry. This argument has 
been repeatedly advanced by those who oppose second-class rate ad- 
justments. But just how valid is this contention ? 

T should like now to refer to chart 8. 

(The chart referred to follows on p. 39.) 

Mr. Srans. It appears to be based upon the supposition that the 
American taxpayer has an obligation to pay part of the costs of 
his neighbors’ newspapers and magazines. If this supposition is 
true, then shouldn’t the taxpayer underwrite the costs of all of the 
distribution channels of magazines and newspapers? Why should not 
publishers be entitled to have newsstand operators placed on Federal 
payrolls or the costs of carrier distribution be underwritten by the 
Treasury? Of course, this is unreasonable, but no more unreasonable 
than subsidized postal rates. 

The great volume of second-class mail originates with publishers 
in business to make money by attempting to provide the American 
people with a product they want. In this respect the publishing in- 
dustry is no different than other segments of our economy. Do they 
not have both weak and strong members? Do they not have some 
who go out of business because of inept management or because they 
have failed to offer a product which meets the desires of our people? 
Have not these same publishing firms had to pay higher costs for 


DISTRIBUTION CHANNELS. 
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FOR SECOND CLASS MAIL 


wages, newsprint, and other supplies in recent years? Then why 
should it be expected that the postage paid to the Government for 
mail services remain virtually unchanged from a level fixed 40 years 
ago ¢ 

“In the course of these heari ings you will undoubtedly see numerous 
tears shed for the recent demise of several well-known publications. 
I urge the committee to be skeptical of any connection between those 
events and existing or prospective postal rates or of any contention 
that this is evidence of distress in the publishing industry generally. 
The trade magazines have had many recent articles which make it 
clear that informed persons understand very well that the cessation 
of these publications was due entirely to internal causes. 

The fact is that in recent years magazines and ee have 
experienced unprecedented levels of business. In 1956 a new high was 
set in national advertising volume, continuing a postwar trend. Stage 
zines and newspapers shared in these gains, with each reaching new 
levels in advertising revenue. 

I should like now to refer to chart 9 
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(The chart referred to follows :) 
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Mr. Srans. In 1956 magazine advertising revenues climbed to a 
record $782 million. This is a 7-percent increase over the preceding 
year and an 83-percent increase for the postwar period. 

I should like now to refer to chart 10. 

(The chart referred to follows:) 
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Mr. Srans. Newspapers, too, experienced another record year’ in 
1956. Advertising revenues increased more than 6 percent over 1955, 
for a total gain of 186 percent in the postwar years. 

Reports in the trade press predict another recordbreaking year in 
1957 for both newspapers and magazines. In fact, some publishers 
are currently boasting of having attained profits unprecedented in 
the publishing industry. 

Circulation, too, has set new highs in recent years for both news- 
papers and magazines. These records were accomplished in spite of 
higher subscription rates and newsstand price increases ranging as 
high as 300 percent since the 1930's. 

Statistics disprove that these increases in selling prices have been 
a deterrent to circulation. Beyond a doubt, people have indicated a 
willingness to pay a price sufficient to cover all costs of a publication 
they want—including fair postal costs. 

Now, while advertising and circulation revenues of publications were 
increasing so dramatically during the last few years, how did the Post 
Office Department fare for delivering them ? 

At this time I should like to refer to chart 11. 

(The chart referred to follows:) 


PUBLISHERS SECOND CLASS MAIL 
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Mr. Stans. The spread between revenues and the costs of providing 
second-class service reached an unprecedented level. As the chart indi- 
cates, from 1932 to 1942 the spread remained fairly stable and in the 
aggregate amounted to $966 million. From 1946 to 1956, as circula- 
tion of newspapers and magazines through the mails reached new 
highs, the spread between costs and revenues more than doubled. 

I should now like to refer to chart 12. 
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(The chart referred to follows:) 
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Mr. Stans. During this same 25-year period average costs per piece 
increased until a new high of more than 414 cents was s reached in 1956. 
The increase in average revenue per piece has lagged far behind unit 
costs, as shown on the chart. In the last fiscal year average revenue 
per piece was still less than 1 cent. 

I should like now to refer to chart 13. 

(The chart referred to follows on p. 43.) 

Mr. Srans. In fiscal 1956, total costs of handling second-class mail 
amounted to $318.4 million as compared to revenues of $65.9 million. 
The costs of providing city carrier service alone exceeded total second- 
class revenues by more than $13 million. In fact, revenues were 
barely sufficient to meet the costs of transporting the tons of publica- 
tions handled by the Department each year. 

The situation has not improved in recent years. Since 1950, cost 
increases on second-class mail amounted to over $75 million. The. reve- 
nues raised by the 1951 rate increases amounted to only $13.4 million. 

Opponents of second-class-rate increases sometimes allege that large 
second-class deficits mainly result from the subsidies granted by Con- 
gress to “exempt” publications. These include publications of certain 
nonprofit organizations, those for specific use in school classrooms or in 
religious instruction, and those which are delivered free within the 
county of publication. 
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Mr. Srans. I should like now to refer to chart 14. 
(The chart referred to follows:) 
Revenues and costs of regular and preferential 2d-class mail, fiscal 1956 


[Millions of dollars} 
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! 
| Revenues | Allocated | Excess of Rate ad- 
| costs! costs vantage 2 
| _ — — —_ | 
Regular 2d-class matter___. 56. 4 | 239. 4 | 183. 0 Sout 
Preferential 2d-class matter - 5. 6 75.1 | 69. 5 3.1 
Transient 2d-class matter . 3.0 | 3.9 | 9 
Miscellaneous fees__- ssa el 9} ME Ee necneatn entail 
Total 2d-class.................---. 65.9 | 318. 4 | 252. 5 3.1 


1 Not adjusted to current salary levels and does not include postal costs paid by other Government 
departments. 
? Additional revenue at regular postage rates. 


Mr. Srans. If the revenues and costs allocated to all of these cate- 
gories are fully excluded, however, there still remains a differential 
between allocated costs and revenues of $183 million on publications 
produced for profit. The right-hand column of the chart also shows 
the rate concession to the “exempt” publications. The Department 
would have received only $3.1 million in additional revenues if these 
publications had paid regular rates of postage. 

That the Department’s proposals are fair and equitable can be sup- 
ported by all the facts presented. Second-class rates are too low; the 
adjustments will at least aid the Department in reducing losses. At 
the same time they should produce no significant hardship on the 
publishing industry. 


89778—57—_—_-4 
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CONTROLLED CIRCULATION 


Section 105 would establish a uniform rate for all controlled cir- 
culation publications. Presently such matter weighing 8 ounces or 
less pays a flat rate of 10 cents a pound while m: tter weighing more 
than 8 ounces pays 11 cents a pound. Under the bill, a ‘uniform 12 
cents a pound rate is established regardless of the weight of indi- 
vidual copies. The bill also returns to Congress rate authority on 
controlled circulation matter weighing more than 8 ounces, which is 
now vested in the Postmaster General. This would eliminate the dual 
authority that now exists and permit the maintenance of a uniform 
rate in the future. 

In fiscal 1956 allocated expenditures of controlled circulation pub- 
lications amounted to $7.7 million while revenues were $5.7 million. 
The proposed rate increase would provide additional revenue of 
$700,000, which would bring revenues up to 83 percent of cost. 


THIRD-CLASS MAIL 


The rate changes recommended for third-class mail are covered by 
section 106 of the bill. This class of mail consists primarily of adver- 
tising circulars, miscellaneous printed matter, and merchandise 
Ww eighing 8 ounces or less. 

I should like now to refer to chart 15. 

(The chart referred to is as follows:) 
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Mr. Stans. It was never the sense of Congress, as far as we can 
ascertain, that commercial advertising matter should be carried in the 
mails with heavy expense to the general taxpayer. In 1926, when the 
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cost-ascertainment program was inaugurated, third-class mail was 
paying 98 percent of its allocated cost. Currently it is paying only 
56 percent. 

I should like now to refer to chart 16. 

(The chart referred to is as follows :) 
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Mr. Srans. Chart 16 compares third-class allocated costs and reve- 
nues for fiscal 1956. As can be seen, costs.amounted to approximately 
$472 million while revenues were only $266 million. The resulting 
difference of $206 million is the highest in the history of the Depart- 
ment. 

At this time I should like to refer to chart 17. 
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(The chart referred to is as follows :) 
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Mr. Stans. The widening spread between allocated costs and reve- 
nues in recent years is shown on chart 17. In the 11-year period from 
1932 to 1942, the spread amounted to $280 million or about $24 million 
annually. Inthe last 11 years, by comparison, costs exceeded revenues 
by $1.5 billion for an average of $136 million a year. 

I should like now to refer to chart 18. 

(The chart referred to is as follows:) 
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Mr. Stans. The increasing spread between costs and revenues can 
also be seen by comparing average piece costs and average piece reve- 
nues in the last 25 years, The wi widening gap between unit costs and 
revenues, accompanied by constantly increasing volume, has led to 
record losses in this class of mail. 

I should like now to refer to chart 19. 

(The chart referred to is as follows:) 


Revenues and costs of regular and preferential 3d-class mail, fiscal 1956 


{Millions of dollars] 








Allocated 'ex-| Revenues Excessof | Rate 2 ad- 
penditures | costs | vantage 
onipduiilblccdan i Ipdidcoieti deaeoencdeoibee icici alec bed ledecteites 
Regular 3d-class matter ievaadeusausekassal 435.4 253. 6 181.8 pGdeatnecbaees 
Preferential 3d-class matter_..................-- 36.5 | 12.4 | 24.1 | 6.0 
a a ange arin 
POtGh: Hip tietetw = 52555-25254 - 0250 -- soak | 471.9 | 205. 9 | 6.0 


: 1 Not adjusted to current + en levels and does not include aes costs paid by other Government 
< ep artments. 


Additional revenue at regular postage rates. 


Mr. Stans. Now, some may contend as they have before, that large 
third-class losses are mainly due to the costs of handling matter mailed 
by exempt organizations which enjoy preferential rates of postage. 
This is definitely not the case. 

Of the excess of costs of about $206 million in third-class mail in 
1956, approximately $25 million was the result of handling the mail- 
ings of nonprofit organizations. The balance, about $182 million, 
was directly incurred in handling regular third-class mail, mailed for 
profit. 

The total revenue loss to the Department resulting from preferen- 
tial rates is also shown. If matter now mailed under these rates had 
paid regular third-class postage, revenues would have been increased 
by only $6 million. The facts are clear. It is largely the commercial 
advertisements of profit-motivated firms which are responsible for the 
losses in third-class mail. 

In the past, members of the direct-mail industry have opposed pro- 
posals to increase third-class rates. But from the volume of corre- 
spondence received by the Post Office Department, and I am sure also 
by Members of Congress, the American people do not want their tax 
dollars spent for the distribution of commercial advertising matter 
through the mails, matter which all too frequently they refer to as 
“junky mail.” 

The Department does not believe any mail deserves such an un- 
flattering label. We have and always will extend our cooperation 
to any direct-mail advertiser. We will continue to make available a 
service which carries sales messages to every home in the land. We 
just think they ought to pay more postage. We believe that every 
fair-minded direct-mail advertiser understands the indispensable 
value of postal service to his operations. How then can there be valid 
objection to a fair postal increase to offset recent increases in the costs 
of the Department in handling the tons of advertising carried each 


year? 


T should like now to refer to chart 20. 
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(The chart referred to is as follows :) 
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Mr. Srans. The direct-mail advertising industry has made phe- 
nomen: al gains since the end of World War II. The dollar volume of 
direct-mail advertising has grown 319 percent in 10 years. Each year 
this booming industry breaks new records. Each year the volume 
of such mail handled by the Post Office Department increases by about 
three-fourths of a billion pieces, and each year the loss on third-class 
mail goes up. 

FOURTH-CLASS BOOKS 


Section 107, adjusting rates of postage on books, will produce no net 
gain in revenues. This section permits m: aterials which now pay 
higher rates of postage to move at the lower book or libr: ary rates. 
The additional revenues resulting from an increase of 2 cents on the 
first pound and 1 cent on each additional pound of books will approx- 
imately offset the revenue loss from the extension of this rate to 
additional materials. 

If these rates are enacted, the loss on books will still be more than 
$13 million. AJ] other fourth-class mail is required by law to pay 
its way. In fiscal 1956 it did so. 


TECHNICAL PROVISIONS 


The bill contains three provisions of a technical nature which are 
nevertheless extremely important. 

Section 108 provides that 80 percent of the receipts of each office 
be taken into consideration in determining class of post office and the 
compensation of postmasters and employees. This provision may not 
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operate to decrease compensation or allowances in effect on the effec- 
tive date of this bill. 

Failure to adopt this provision would result in windfall compensa- 
tion to some postal employees whose wages or allowances are based 
wholly or in part on annual receipts of a post office, since their work- 
load is not affected by increases in postal rates, 

Section 109 of the bill provides that the contribution of the Post 
Office Department to the civil service retirement fund shall be in- 
cluded as cost for ratemaking purposes. 

Retirement costs are an integral part of the total cost of operating 
the postal service and, as such, should be considered in setting rates 
of postage. <A provision of the 1956 amendment to the Retirement 
Act specifically prohibits consideration of such costs for rate purposes. 
The Department considers it unsound and illogical financial practice 
to pay out many millions of dollars of postal funds annually without 
recognizing them as part of the costs that should be paid by mail 
users. They should be met in the same way as all other bona fide costs 
of the services rendered to private users of the mails, namely, by means 
of adequate rates of postage. 

Section 110 gives discretionary authority to the Postmaster General 
to permit parcel-post revenue to deviate as much as 3 percent from 
costs. 

The original legislation creating a parcel-post service specified, 
among other things, that revenues should be adequate to pay the full 
costs. In order to insure compliance, legislation was enacted in 1950 
which required the Postmaster General to certify that revenues were 
adequate to cover costs, or that an application had been filed with 
the Interstate Commerce Commission to increase rates to the extent 
of the loss, before funds appropriated to the Department could be 
withdrawn from the Treasury. 

We do not believe it prac ‘tical for the Postmaster General to seek 
changes in parcel post rates whenever revenues of the service do not 
match costs to the last dollar. The amendment in the bill would per- 
mit a small leeway between costs and revenues, but would not permit 
the costs of the service to be significantly greater than the revenues. 

As advance rebuttal to issues usually raised in postal rate hearings, 
I should like to put into the record five additional charts, together 
with expl: mn ations, which bring up-to-date figures introduced by me 
in last year’s hearings. 

In conclusion, I would like to thank you for your considerate atten- 
tion to this somewhat complicated testimony. I am prepared to go 
into more detail on any of the points covered and answer any additional 
questions you may have. 

(Additional data submitted follows :) 


ADDITIONAL DATA ON POSTWAR POSTAL DEFICITS AND COSTS AND REVENUES IN 
FiscaL YEAR 1956 


In the past certain groups opposing postal rate increases have frequently 
raised the following points: 

1. That the postwar losses of operating the postal system are not as large as 
stated by the Post Office Department because public welfare expenditures have 
not been eliminated; 

2. That postal losses of the Government are of such small dimension after 
public service costs are eliminated that no need exists for postal rate increases ; 

3. That second-class rates are already sufficiently high if that service is costed 
on an incremental or out-of-pocket cost basis; and 
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4. That fourth-class post offices and rural routes lose millions of dollars each 
year and should therefore be considered as public welfare services, the cost of 
which should be borne by the general taxpayer rather than the users of the mails. 

The following charts and explanations deal with these four issues : 


ANALYSIS OF POSTWAR POSTAL DEFICITS 


The accounts of the Post Office Department show that for the postwar years 
1946 through 1956 the aggregate postal deficit was $4,894.8 million. This amount 
does include certain public-service costs or identified subsidies, but it also omits 
some postal costs paid by other Government departments. Chart 21 gives an 
analysis of the Department’s postwar deficit computed in line with the recom- 
mendation of the first Hoover Commission in 1948. 

The first figure of $4,894.8 million on the chart is the loss shown by Post Office 
accounts. Deducted from this figure are the public-service costs of $1,078.2 
million. These include reductions from revenues because of preferential rates 
to certain mailers, the cost of service performed for other Government agencies 
for which no reimbursement was received, and transportation subsidies. 'This 
leaves a deficit of $3,816.6 million resulting from services performed for postal 
patrons under regular postage rates. 

Added to this subsidy-free deficit are the additional expenses of operating the 
Post Office Department which during this period were paid by other Govern- 
ment departments. 

These costs of providing mail service to the American people are no less 
real than the wages that are paid to letter carriers or the payments made to rail- 
roads for transportation of the mails. These costs are detailed on chart 21 and 
in the aggregate totaled $1,.073.6 million from 1946 to 1956, inclusive. When 
this amount is added to the subsidy-free deficit, the total loss in the 11-year post- 
war period amounts to $4,890.2 million. This is the true total postwar loss to 
the Government for delivering the mail after taking out all identifiable subsidies. 
The total deficit—including public service costs—amounts to almost $6 billion. 


- Analysis of postal deficits 1946-56 


Millions 
Wr Fe ee ee eT is CRS 
Less included public-service costs : 
Rate advantages to specified users____._._____-~- tS eelh ons $148. 4 
Services performed for other departments___._._.__._.__._.. 440.9 
Peel) Teeorounen Broelane. 22s. 6 ohne . 493.9 
——— 1,078.2 


Deficit excluding public-service costs_.....__-_- 
Plus postal costs paid by other Government departments.’ 





Retirement pay accrual.__...._________-_- eRe ery | 
‘Torney b. Gummo oe oo a Seen 34. 4 
Custodial and maintenance costs_........._-____-__--__ 65. 0 
Unemployment compensation________- Wbttidbethbhiaciae 13.5 
enn UII Oe oo acc hon weesrdd oeecnoereiewseene 22.0 
1, 073. 6 
Total deficit, excluding public-service costs_._._._.___._....._.... 4, 890.2 
Total deficit, including public-service costs____..___-_____- .. 5, 968.4 


1 Excludes depreciation currently estimated at $40 million a year on public buildings used 
in the Postal Service. 


PUBLIC SERVICE COSTS AND COSTS OF OTHER GOVERNMENT AGENCIES FISCAL YEAR 
1956 


In fiscal year 1956 the reported postal deficit of the Department was $464 
million. This loss included public-service costs of about $30 million. This 1956 
deficit figure does not reflect expenditures made by other Government agencies 
for postal services. 

The public-service costs included in post office expenditures in the last fiscal 
year were well below the postwar average. The Department no longer pays 
subsidies to air carriers as was the case prior to 1953. In that year under Re- 
organization Plan No. 10 the Civil Aeronautics Board assumed responsibility for 
such subsidies. In addition, Public Law 286, 83d Congress, provided for reim- 
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bursement to the Department for penalty and franked mail. These are the two 
major subsidy elements in the postwar public-welfare costs cited previously. 

Under H. R. 5206 recently reported by this committee, the Department would 
receive direct reimbursement for almost all of the remaining $30 million of 
public-welfare costs presently included in post office expenditures. These costs, 
as detailed on chart 22, amounted to approximately $26.4 million in fiscal 1956. 
In testimony presented by the Deputy Postmaster General during hearings on 
H. R. 5206, the public welfare items listed on chart 22 were fully described. 


Public-service costs included in post-office expenditures 


1. 1st class: 
Pan American Union and Pan American Sani- 


TN in i oer seater $64, 000 
Franked mail (other than Congress) -.-_----_~ 195, 000 
—_———— $259, 000 
2. 2d class: 
dxempt publications..................._.._.... $2, 268, 000 
eee COUR. wu A 839, 000 
——_—_—— 1 3, 102,000 
8. SG, claes: ekekapt publicatiows... 2.0.36 See 5, 990, 000 
@\ Gre Geet WOORBiia oon a ee eee 14, 928, 000 
Oi Ween ae Oanene Sete 8 ee ee 962, 000 
6. Foreign air carrier excess rate Beil li a Aes sa LES ee 1, 143, 000 
Pee eS Bt et el Te Od Dae Bee see Oe ene 26, 384, 000 


With a budgeted deficit of $651 million in fiscal year 1958, the elimination of 
public-welfare costs of approximately $30 million obviously does not greatly re- 
duce the magnitude of prospective postal losses. 

The postal costs paid by other Government agencies in fiscal year 1956 are 
shown on chart 23. In total these costs amounted to $157.2 million, and this does 
not include any provision for depreciation of public buildings used in the postal 
service (currently estimated at $40 to $50 million a year). 


Postal costs paid by other Government agencies in fiscal year 1956 * 





Millions 
PeOtIOMORE DAY ACCTUR)«. 066 nsudscsiéwdicedss thins. doe $125. 3 
Workmen’s Compensation. 1 sn sn nis enemies bs shaarioraeereat bas hs SOI ds Ree i 4.0 
Custodial and maintenance cots of post- -office buildings___________-____- 18.9 
Unemployment compensations 6.6 ic ki cece es ee 7.0 
UDOT: GGG oi cimictireb nc cn an ciaclcneabebin bee SGACea Ft Oe ee 2.0 
Tit otis ced eislannta lenis egies goece lL. oe ieee 157. 2 


1 Does not include depreciation estimated at $40 million per year on public buildings 
used in the postal service. 

Under provisions of the 1956 amendments to the Retirement Act, payments 
to the retirement fund will henceforth be made by the Post Office Department at 
the annual rate of 614 percent of payrolls. This will substantially reduce the 
postal costs paid by other Government agencies, effective July 1, 1957, and will 
add an equivalent amount to the expenditures of the Post Office Department. 

The postal rate increases recommended in H. R. 5836 would produce about 
$462 million in fiscal year 1958. On the other hand, the 1958 budgeted deficit, 
including the retirement payments but excluding the other costs paid by Gov- 
ernment agencies, is about $650 million. Under these circumstances regular mail 
patrons cannot correctly maintain that they are being requested to pay any por- 
tion of the costs of public welfare items amounting to less than $30 million. 


SECOND-CLASS MAIL INCREMENTAL COSTS, FISCAL YEAR 1956 


It has been claimed by some that the Post Office was primarily established to 
handle first-class mail and that second-class mail should be charged only the in- 
cremental costs, that is, only the added costs necessarily and specially incurred by 
the Department in handling newspapers and magazines. 

The Post Office Department does not agree with this view. The Department 
has equal responsibility to deliver all classes of mail. The tons of second-class 
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mail handled each year by the postal service removes this mail class from the 
category of a marginal operation. Nevertheless, the incremental costs of the 
second-class service have been computed for the last fiscal year and are shown on 
chart 24. 


Second-class mail incremental costs, fiscal year 1956 








I CY 8s hs esschiat citi ial wi te biintictces det glen cles init insti hoe $151, 510, 000 
etisalat citistiiil le gph chide th ibaa actin sles Bet ta 65, 891, 000 
Out-of-pocket loss of post office department___.__._.__._--_--- 85, 619, 000 
Out-of-pocket costs paid by other government departments_______- 7, 510, 000 
Tete) eut-ob poet 1008. a ee di i ec edad 93, 129, 000 


1 Adjusted for pay and other cost increases. 


The costs directly incurred in providing second-class service amounted in fiscal 
1956 to $151.5 million. This figure does not include costs paid by other Gov- 
ernment departments. Revenues received from second-class mail were $65.9 
million, leaving an out-of-pocket loss of $85.6 million. When the incremental 
costs of $7.5 million paid by other Government departments are included, the 
total out-of-pocket loss is in excess of $93 million. Since the increased rates 
recommended for second-class mail will bring in additional revenues of only 
$33 million, it is clear that even after the proposed increases are effected, the 
revenues from second-class mail will still fall short of covering incremental costs. 


EXPENDITURES FOR RURAL ROUTES AND FOURTH-CLASS OFFICES COMPARED WITH 
REVENUE FROM MAIL HANDLED 


A question frequently raised is whether fourth-class post offices and rural 
routes are an integral part of the postal system, or whether they are in fact 
public-welfare services which cannot be justified on a businesslike basis. The 
Department considers rural routes and small post offices an essential part of its 
national distribution system. The data on chart 25 answer the question of 
whether or not these branches of the Post Office are significant “loss” services. 

A comparison is made of revenues (both incoming and originating) involved 
on the mail handled on rural routes and fourth-class offices with the costs of those 
services. The significant fact is that the volume of mail delivered on rural routes 
and in fourth-class offices is many times greater than the volume of mail originat- 
ing there. Their own postal receipts, therefore, are not a true measure of the 
service or value of these units. 

In fiscal 1956 revenues received on rural routes amounted to $39 million, while 
revenues received on mail delivered on rural routes were $212 million. This is 
a total of $251 million as compared with present expenditures of $206 million to 
maintain such routes. It is not intended to convey the thought that the difference 
is a profit of $45 million. Many costs are incurred elsewhere in the postal service 
to handle this mail. It is equally unreasonable to say that these are substantially 
losing services, and especially to contend that the elimination of all rural routes 
would produce much of a net saving to the Department. 

Nor should an artificial distinction be made between delivery of mail on rural 
routes and delivery through city carriers. Both services are free in the sense 
that the recipient does not pay the carrier for delivery service as was the case 
prior to inauguration of city free delivery in 1863. But to maintain that rural 
free delivery has a different objective than city free delivery is simply not sup- 
ported by facts. Both delivery services have for their objective delivery of mail 
to the doorstep of the recipient; in both cases the costs of delivery should be 
recovered in the postage paid by the sender. 

Fourth-class post offices also help to generate postal revenues in excess of their 
costs. In fiscal 1956 the value of mail handled and service performed by fourth- 
class post offices was $40 million as opposed to expenditures of $35 million for 
maintaining these offices. 

Even these comparisons are incomplete because at the present time the Post 
Office Department as a whole recovers only about 85 percent of its total expendi- 
tures. Naturally, this affects the revenue expenditure ratio of the Department. 
A more accurate evaluation of whether rural routes and fourth-class post offices 
are good business would require a comparison of revenues and expenditures after 
enactment of the rate provisions in H. R. 5836. 

The provisions of H. R. 5836 would produce additional revenue of about $67 
million on mail handled on rural routes and about $9 million on mail handled in 
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fourth-class offices. This would result in generated revenues exceeding costs by 
$112 million and $14 million for rural routes and fourth-class offices, respectively. 

Rural routes and small post offices are an integral and indispensable part of 
the postal service. The business firms that want to write them off as public- 
welfare expenditures are those who make the greatest use of these services to 
generate profitable business for themselves. Rural free delivery differs little 
from city free delivery except one serves the farmer and the other serves the 
city dweller; fourth-class offices and large post offices differ mainly in volume 
of mail handled, not in functions performed. 

Many commercial users of the mails in large cities depend upon rural routes 
and fourth-class offices in selling to their rural or small-town markets. The 
services which they render are as much of value to those who dwell in the cities 
as they are to those who live in the country. By what logic then can it be held 
that the full costs of these services should not be met by the users of the postal 
system? 

The Cuatrman. Personally, I appreciate the very fine statements 
made by Postmaster Genera] Summerfield and Deputy Postmaster 
General Stans. 

T have always felt the need for sufficient postal rates to carry out the 
natural obligations of the Department. 

Last year, I sponsored the rate bill, and I was proud to do it. This 
year, I am sponsoring a bill which is similar in many respects. I 
think that the need for postal-rate revision this year is much more 
urgent than it was last year. 

General Summerfield, just before we adjourn, we will have to ask 
you and General Stans to come back tomorrow to be questioned by the 
committee. I want to ask you about the national budget for 1958. 
It shows here on the bottom of page M-24 of the budget document, 
Summary of Obligation of the Post Office Department : 

Deduct, made up of $654 million proposed postal-rate adjustment offset in part by 
a $70 million supplemental appropriation for capital outlay. 

Will you explain what the Director of the Bureau of the Budget 
means by that. 

Mr. Summerrietp. That figure was put in the budget as an antici- 
pated increase in posta] revenue from postal rate adjustments. How- 
ever, our bill which you are considering this morning calls for sub- 
stantially less than that. Any difference in revenues in the postal 
rate bill this committee recommends and the Congress enacts into law 
and the $654 million as anticipated in the budget will have to be added 
to the present national budget of $71 billion. 

The Cuarrman. The proposed budget on page M-25 is $71,807 mil- 
lion. That includes a deduction or credit of $654 million for the pro- 
posed rate bill. Is that correct, General Summerfield ? 

Mr. Summerrtetp. That is correct. 

The Cratrman. So, if no rate bill is passed, the budget would be 
increased by $654 million, which would make it about $72.5 billion ? 

Mr. Summerrre.p. That is correct. 

The Cratrman. I am interested in decreasing this tremendous 
budget where it can be done consistently. 

Can you gentlemen come back tomorrow at 10 o’clock ? 

Mr. SuMMERFIELD. I would be glad to. 

Mr. Rees. May I ask one question before you leave ? 

Mr. Stans has been talking about exempt publications. The state- 
ment appears on page 42. I just want to make sure that no one will 
misunderstand. They are not exempt from all costs; are they ? 

Mr. Stans. No, sir. 
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Mr. Rees. What you are talking about is increases in this bill; is 
that not correct / 

Mr. Srans. They are exempt from increases in this bill, and they 
were exempt the last time. 

Mr. Rees. So, they are not exempt from all of the costs? 

Mr. Srans. No, sir. 

Mr. Santance.o. Even if we had passed this bill, there still would 


be a substantial deficit in the operation of the Post Office Department; 
would there not? 


Mr. SuMMErFIELD. That is correct. 

Mr. SAnTANGELO. That deficit would be over $100 million ? 

Mr. SuMMERFIELD. It would be nearly $200 million, provided there 
are no increased costs to the Post Office Department. 

Mr. Santance.o. Even with the passage of this bill, we are not solv- 
ing the problem we are setting out to solve, and that is letting the 
Post. Office Department operate on a sound, businesslike basis. Is 
that. not correct ? 

Mr. Summerrietp. That is correct. 

Mr. Santancevo. In analyzing your charts 1 and 2—and I want to 
say at this point that 1 want to compliment both the Postmaster 
General and the Deputy Postmaster General for the analysis of this 
bill and the explanation—lI notice that this bill provides sufficient 
rates to offset the loss of first-class and third-class mail, but, with re- 
spect to second-class mail, the estimated revenue would be $33 million, 
and the loss, as in the past, was $101 million, leaving approximately 
$77 million loss in the operation of second-class mail. Is there any 
reason why there were not proposed rates which would offset the $101 
million lost? 

Mr. Summerrietp. The Department made, over a period of years, 
a very thorough study of all large and small users of second-class mail. 
We do not wish to make it extremely hazardous for any small busi- 
ness in this country to continue to exist or to prosper. We have tried 
to submit to the Congress figures that we felt would be completely 
justified, and I might say on the very conservative side, and leave it 
to the Congress to decide during the course of these hearings whether 
second-class rates should be adjusted still further. 

Mr. Santancevo. In other words, they are not going to pay the 
cost which the Post Office Department is incurring to operate the 
second-class-mail system ? 

Mr. Summerrievp. That is correct. 

Mr. Sanrancevo. And you have raised it only about one-third of 
what the actual cost was; have you not? 

Mr. SuMMERFIELD. Yes, sir. 

Mr. Houtrrevp. I would like to address this remark to Mr. Stans. 
During the course of your testimony, you stated that your formula for 
the ascertainment of costs was not challenged last year. If I recall, 
Mr. Moss, of California, and I both challenged your formula on the 
basis that the inclusion of intangible factors was not a component of 
the ordinary accounting practices. It is strictly a coverup, as far as 
I can see, to fasten on 3-cent mail users and the 6-cent mail users the 
subsidies which are being paid in other departments of the Post 
Office. I want you to to know that I rejected that formula last year, 
and I reject it this year. 
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Mr. Srans. What I mean is, the mechanics and procedures em- 
ployed in the cost-ascertainment procedures were not attacked. | 
belley e what you are referring to is an application of the cost-ascer- 
tainment results for the purposes of fixing rates. 

Mr. Hotirreip. If you do not apply it, there is no use in having a 
formula. If you want to change it from the formula to the applic a- 
tion of the formula, it is all right with me, but the end result is the 
same. 

Mr. SummerrreLp. Traditionally, the Congress, in setting the rates 
for first-class mail, has always considered the preferential treatment, 
although not identified in dollars and cents. Historically, revenues 
of first-class mail have been 130 to 135 percent of allocated costs to 
reflect the element of preferred service. 

Mr. Horirretp. I do not believe that you can justify it except by 
using arbitrary figures. The very use of the expression “intangible 
factors” indicates an estimate—it is actually a guesstimate—on the 
services that you rendered in that field, and you did not sustain it on 
the basis of general accounting methods last year; and I do not think 
you can this j year. 

Mr. Srans. The fact is, the valuation is recognized specifically, as 
spelled out in title I of this bill. We have added no factors which are 
not recognized in the bill or were not recognized in the previous bill. 

Mr. Hotirterp. The Post Office Department drew the bill. Of 
course, the bill carries out your philosophy because you drew it; did 
you not ? 

Mr. Stans. That section of the bill was drawn by this committee 
last year. 

Mr. Houtrtetp. Do you mean to say the Post Office Department did 
not set up a drati? 

Mr. Stans. We assisted in reviewing it. 

Mr. Hourrretp. And approved it ? 

Mr. Stans. Yes; and we do now. 

Mr. Summerrterp. I cannot tell you how deeply I feel about this 
subject we are discussing here today. I. think every member of this 
committee and every Member of Congress is familiar with the fiscal 
situation and the problem we are facing today. I am sure the size of 
that budget is of grave concern to the taxpayers throughout the 
country. 

I have been listening to comments for 4 years from those who 
oppose postal rates. They say that the Post Office Department does 
not operate properly; that there is a great deal of inefficiency in the 
Department, which is responsible for the losses; and what we need to 
do, in addition to establishing a statement of financial policy, is to get 
more efficiency in the Post Office Department, reduce our costs, and 
then talk about increasing rates. 

Mr. Hovirrmenp. Will you yield on that point ? 

Mr. SumMerriErp. Yes, sir. 

Mr. Horrrietp. I have said continuously that the Post Office De- 
partment is one of the most efficiently operating departments of the 
Government, and I do not want to be allied with any such criticism 
of the Post Office Department. I believe the Post Office Department 
is efficient. 

However, I object to this: In your statement, you talk about the 
moral issue which is involved, the moral issue of fastening on the 
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general taxpayer this subsidy. How about the moral issue which is 
placed on the 3-cent and 6-cent users which involves a much narrower 
recoupment? If there is a moral issue involved in putting the subsidy 
on the general taxpayer, why is it not more so when you put it on a 
comparatively narrower user of mail service? 

Mr. SuMMERFIELD. Do you mean the first- class user ? 

Mr. Houirrevp. Yes, sir; and allowing these other classes which you 
admit in your own st atement and your own charts are being subsidized 
to the extent of hundreds of millions of dollars and allowing them to 
go free with only a minor increase. 

The CHarrmAn. How are you going to take care of this tremendous 
deficit if you do not take care of the first-class mail # 

Mr. Houirrexp. I say let those areas of the Post Office Department 
that incur this deficit pay it rather than on a moral basis. Are you 
going to come out and say flatfootedly that we want the first- class 
mail users and airmail users to subsidize the magazine users of the 
mail? Ifso, then let us say that. 

Mr. SummerrFteLp. Traditionally, the Congress, prior to 1932, has 
always charged more for first-class mail than the allocated costs in 
recognition of the preferential service it has received, and it always 
has. 

We have given you some figures in our testimony indicating what 
other nations throughout this world charge for first-class mail. Look 
at what these countries are charging for letter mail. We have also 
provided information with respect to what postal employees are paid 
in those particular countries. I say it is due to the genius of postal 
employees and management, present and past, that has permitted us 
to keep our costs as low as they are. But we are now at a point where 
the Government needs revenues. Of course, first-class mail is a bar- 
gain at4 cents. You could justify an even higher rate. 

I would like to go back to the other chart for just a moment. The 
Post Office Dep: urtment has done its job and we are very, very proud 
of it. We are grateful to all of the people in the Department who 
have participated in our efforts to provide good mail service. Weare 
also grateful to members of the House of Representatives and the 
Senate for the help and guidance they have given us. If it had not 
been for the inclusion of additional costs over which we have no con- 
trol, the postal deficit would be only $178 million in fiscal 1958. We 
can all take measurable pride in this accomplishment. But unavoid- 
able cost increases have been so large that the estimated deficit in fiscal 
1958 is well over $60 million. 

I think this large loss should be recognized by all members of this 
committee, and I am sure it will. Members of Congress who later 
must vote on this legislation will also recognize the facts and will ad- 
just postal rates upward in fairness to the American taxpayer. Our 
job has been done, Mr. Chairman, and we will continue to try to do 
it as best we can. 

The Cuarrman. I would like to know if the gentleman from Cali- 
fornia feels that because of the rates proposed for second- and third- 
class mail, more can be accomplished. If so, I would like to hear your 
proposal. 

Mr. Howirrevp. If you are going to go on the basis of each depart- 
ment of the Post Office paying its own way and not subsidizing 
another department, then the realistic way to do it would be to raise 
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the rates in each one of the categories, and I would go along with it, 
to raise it, if you want to do that. 

The CaatrmMan. The gentleman from California knows that if you 
did that, you would make the rates on second- and third-class mail 
obsolutely prohibitive, and you would put practically all of these users 
out of business. 

Mr. Ho.trtevp. I do not know that. 

Mr. JoHANsEN. In anticipation of tomorrow’s hearing and some 
questions I want to raise, Mr. Stans, I wonder if we could have re- 
vised to date the chart which appears on the last page of last year’s 
hearing and which was placed in the record at my request. I think it 
may call for some revision due to the elapse of a year and possibly 
some change in the average figure that is shown. I wonder if we 
could have that tomorrow. 

Mr. Srans. We will certainly do that. I think it would be a very 
helpful chart. 

(Material referred to follows:) 


Ratio of revenues to expenditures * 1at-, 2d-, and 8d-class mail, 1926 to 1956 


Expense coverage (percent) 


Istclass | 2d class 3d class 

siege natibelcitaatea tides hesitant ensinthan on . boat sole 2 
1926 ‘ 7 129.8 29. 2 | 97.5 
1927... bia aii 131.7 29.4 04. 1 
ee mse 132. 5 28.9 91.3 
1929...... 131.0 24.1 76.7 
1930... . > ° 129. 0 25. 5 74.1 
1931 121.0 22. 1 71.4 
1982... _. 344545 52-345 ‘ 112.2 18. 5 63.7 
"eae ; 146, 1 18. 4 | 64.3 
1934 158. 1 21.5 74.4 
1935 : | 150. 1 18, ¢ 72.2 
1936 144.2 19. 4 | 73.2 
1937 151. 1 21.5 | 78. 1 
1938. . 7 | 150. 2 21.5 75.3 
1939. bint 152. 0 21.5 | 74. 6 
1940 ae : 154. 4 22. 6 74.1 
1941 z 155. 2 23.6 78.8 
1942.. ‘ 156. 6 23.8 75.6 
1944 ‘ 146. 1 21.4 71.4 
1945__ 4 164.7 20.1 76.8 
1946_. . os . 131.5 18.3 61.5 
1947 | 126. 4 19.7 56. 2 
1948.. 6-43 % 130. 0 20. 2 56. 4 
1949 112.9 19.0 51.3 
1950 111.9 18.9 53. 1 
1951... aa - 113.8 18.7 53. 8 
1952 105. 4 16.9 46.2 
1953._..-. bSipebiahdeks gaa 7. 108. 8 18.3 57.0 
1954 . . 105. 9 19.7 62. 1 
1955 i ‘a ; 105. 4 21.0 59.9 
Average 1926 through 1941. _. ; 140. 5 22.9 77.1 
1956: Allocated postal costs, plus current pay increases and 

costs paid by other Government departments... 96.8 | 19.5 52.3 
If H. R. 5836 is passed: Allocated postal costs, plus pay in- 

creases, and costs paid by other Government departments. . 130.1 | 29.2 77.7 


! Without regard to reallocation of cost to recognize differential in service or value of mails. 


The CHarrman. The committee will stand adjourned until 10 
o'clock tomorrow morning. General Summerfield and General Stans 
will return for additional questioning. 

(Whereupon, at 12 noon, the hearing recessed, to reconvene at 10 
a.m., Wednesday, March 20, 1957.) 





READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


WEDNESDAY, MARCH 20, 1957 


Housk or REPRESENTATIVES, 
ComMMIrTEE ON Post Orrice AND Civit SERVICE, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to recess, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuarmMan. The committee will be in order. 

Before Postmaster General Summerfield and Deputy Postmaster 
General Stans take the stand for questioning by the members of the 
committee, we have Mr. John F. Fixa present, who comes from the 
city of San Francisco and has to return home as quickly as possible. 
In order to accommodate Mr. Fixa we will call him as the first 
witness. 

We will now hear Mr. John F. Fixa, president of the National As- 
sociation of Postmasters of the United States, who is accompanied 
by Edward L. Baker, vice president of that association, Mr. John P. 
Snyder, also a vice president of that association, and Mr. Charles E. 
Puskar, executive secretary-treasurer of the National Association of 
Postmasters of the United States. 

All right, Mr. Fixa, you may proceed. 


STATEMENT OF JOHN F. FIXA, PRESIDENT, NATIONAL ASSOCIA- 
TION OF POSTMASTERS OF THE UNITED STATES 


Mr. Fixa. Mr. Chairman and members of this committee, my name 
is John F. Fixa. I am postmaster of San Francisco for the past 
8 years. I am appearing before you also as a citizen and taxpayer 
of a typical American city and as president of the National Associa- 
tion of Postmasters of the United States. This association represents 
all four classes of offices. Out of the total of approximately 37,000 
postmasters throughout the Nation, we have as members 12,231 fourth- 
class postmasters, 11,652 third-class postmasters, 6,082 second- class 
postmasters, and 3,501 first-class postmasters, for a total of 3 33,466 mem- 
bers, which is over 90 percent of all of the postmasters of this country. 
These are the figures as of October 1, 1956. 

In offering this testimony I am carrying out the mandate of the 
delegates who attended our national convention in New York City 
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on October 18, 1956, when the following resolution was unanimously 
adopted : 

Whereas the Postmaster General of the United States and the officers of 
this association sincerely and ably pointed out to the Post Office Committee 
of Congress the necessity for an equitable increase in postage rates of first-, 
second-, and third-class mail ; and 

Whereas this association believes that postal revenues and postal expenditures 
should be in close balance ; and 

Whereas numerous polls of the taxpayers and the mailing public indicated 
approval of the Postmaster General’s rate-increase program: Therefore be it 

Resolved That the officers and each and every member of this association do 
all within their power to secure the approval of Congress of postage-rate in- 
creases as may be recommended to the 85th Congress by Postmaster General 
Arthur E. Summerfield. 

To the best of my knowledge, every State chapter of this association 
passed resolutions at their State chapter conventions last year sup- 
porting postage rate increase legislation. Therefore, I am confident 
I represent the thinking of the overwhelming majority of our mem- 
bers, from the smallest to the largest office, when I say that we favor 
increased postage rates as a solution of the fiscal plight of the Post 
Office Department. 

Substantial economies have been effected by Postmaster General 
Arthur E. Summerfield, but I am of the opinion that no further major 
savings can be made without curt: ailing the service. Considerable 
progress has been made by the Post Office Department in the search 
for labor-saving devices through mechanization. However, several 
years may ensue » before we can expect to have available to us electronic 
facing, culling, and distribution machines to make a substantial cut 
in our labor costs. Therefore, increased postage rates are necessary 
during the interval. 

In an effort to obtain the attitude of individual and small-business 
mailers, I have spent some considerable time in discussing the postal 
deficit with them. After explaining the sources of our revenues and 
their allocations, I have seldom heard anyone disagree with the con- 
tention that an increase in postage rates is past due and direly needed. 

About 2 weeks ago I addressed the Golden Gate Kiwanis Club in 
San Francisco on this subject. This club is composed of small-busi- 
ness men doing business in the neighborhood area called the Richmond 
district, and after the meeting several members came to me and asked 
how they could help obtain increased postage rates. A few days later 
I received the following letter from the president of the club, which 
I would like to introduce into the record: 

GOLDEN GATE KIWANIS CLUB, 
San Francisco, March 8, 1957. 
JOHN F. Frxa, 
Postmaster, San Francisco, Calif. 


Deak Mr. Fixa: We enjoyed having you address our club. I am sure you 
would have been gratified to have heard the compliments that passed between 
us after your talk. 

Personally, I found the information you gave us of the utmost interest and 
have been carrying your message in my conversations since. 

You will be interested to know that our secretary is preparing a letter to be 
forwarded to our congressional representatives. 

It was a pleasure to meet you and we will look forward to the next time. 

Sincerely, 
JOHN WEILLS, President. 
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Gentlemen, I offer this letter as being typical of the reactions to the 
many other talks I have made before service and veterans’ groups. 

Mr. Chairman, it is always a pleasure for me to appear before you 
and your committee. You have been most kind and considerate in 
recognizing our problems and solving them through remedial legisla- 
tion. We are most grateful. 

The Cuamman. Thank you, Mr. Fixa. Are there any questions of 
Mr. Fixa? 

Mr. Lestnsxi. Mr. Chairman. 

The Cuatrman. Mr. Lesinski. 

Mr. Lestnskt. Mr. Fixa, I certainly appreciate your coming before 
our committee. We were with the committee in San Francisco a few 
years ago. We had quite an occasion to visit, and we were shown the 
town and were given very good experience of postal operations. 

You made a remark in your testimony here about culling and 
distribution machines and so forth, and you say, “therefore, increased 
postage rates are necessary during the interv al.” I question that 
remark. Here you are testifying on an increase on postage rates. 
This puts a little doubt in my mind as to what the intent is. 

Would it not be preferable, if the equipment that you mentioned 
would save labor costs and therefore possibly there would not be 
needed a request for an increase in postage rates, would it not be 
preferable for the Congress to allow the Post Office Department the 
amount to purchase equipment for the purpose of saving labor, what- 
ever the amount might be, which would cut the costs of the Depart- 
ment and therefore there would not be a need to increase the postage 
rates ? 

Mr. Fixa. Congressman, I think that is a very constructive 
observation. 

What I am trying to develop here is that a very great proportion 
of our costs involve labor. The payroll is a tremendous item. To the 
best of my knowledge no inventor yet has been able to invent any 
kind of a machine that will read addresses, and until that occurs, 
there is no area for substantial saving in labor costs. 

That is my opinion. 

Now, that may hs appen tomorrow, it may happen years and years 
from now. Ever since I have been postmaster—and that goes over 
8 years, 814 years—all during that period of time we have been trying 
to get such a machine. There have been stabs made at it. But rather 
than electronic, automated machinery, the best we have come up with 
and the Department has been able to find and the best brains of this 
country, could develop is only a partial solution in the form of 
mechanization, which is another thing entirely. 

Mr. Lrstnsxr. In other words, there is no replacement for a clerk 
and a window. 

Mr. Frxa. Not yet. 

Mr. Lestnskt. There is no replacement for a letter carrier that 
delivers mail from one house to another, because the letters are not 
the same every day. 

Mr. Frxa. That is correct, sir. 

Mr. Lestnskt. There is no replacement for a truckdriver that has 
to pick up the letters at the deposit boxes, and there is no replacement 
for many other things in the Post Office Department. So that there 
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is no such thing as automation in the Post Office Department in 
many fields. 

Now I have a further question. What proportion of first-class 
mail is handled in your post office in San Francisco ? 

Mr. Frxa. I think last year we handled 67 percent first class. 

Mr. Lesinski. 67 percent was first class ? 

Mr. Fixa. Yes, sir. 

Mr. Lestnsxr. Do you mean that much was first class? 

Mr. Fixa. That is the actual number of cases. We handled about 
three-quarters of a billion pieces last year, and 67 percent of those 
pieces of mail, that is, first-class mail. 

Mr. Lestnskt. That includes postal cards, does it ? 

Mr. Fixa. That is correct, sir. 

Mr. Lestnsx1. That is 2 cents today. 

Mr. Frixa. That is right. 

Mr. Lestnsx1. Are those handled as first-class mail for preferential 
treatment ¢ 

Mr. Frxa. Yes, sir; every one of those. 

Mr. Lestnsxi. Do you find during certain times of the month or 
certain days of the week that you have second-class mail coming in in 
large amounts that is not normal, I mean for every day, and that it 
interferes with the handling of first class mail ¢ 

Mr. Fixa. We have it come in, Congressman Lesinski, in large 
amounts, on given days. It <n not vary day by day like first-class 
matter usually does. But we do not delay these first-class deliveries 
at any time, under any circumstances 

Mr. Lestnskt. It does not interfere with delivery of first-class mail ? 

Mr. Frxa. We absorb that by using overtime. 

Mr. Lestnsk1. Overtime? 

Mr. Fixa. Yes, sir. 

Mr. Lesrnsxi. In that case, you have additional labor expense for 
second class and third class. You could otherwise handle it at your 
leisure during the week with first-class mail. But, as it happens, you 
have to handle it as first-class mail and therefore it is an additional 
cost to oe ee. is that not correct ? 

Mr. Fixa. Yes. 

Our oe go up on those days tremendously. We are given an allot- 
ment by our region for overtime. And that is what that is usually for, 
for those heavy days. 

In second- and third-class matter, third-class matter receives prefer- 
ential treatment also if it has time value. And we get caught in the 
blind there also. 

Mr. Lrstnsxt. I have one final question. What is your labor turn- 
over in San Francisco ? 

Mr. Frxa. It is running at the present time about 15 percent. 

Mr. Lestnsxi. Fifteen percent annually ? 

Mr. Frxa. Annually, yes, sir. 

Mr. Lestnsx1. Thank you, Mr. Fixa. I appreciate your appearing 
before us. 

The Cuamman. Mr. Hemphill. 

Mr. Hemruu.. In your statement, Mr. Fixa, I understood you to 
say that numerous polls have been taken. Do I understand you cor- 
rectly on that, Mr. Fixa? 

Mr. Fixa. Yes. 
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Mr. Hempuiti. What kind of polls were they ? 

Mr. Frxa. These were not polls taken by the National Association 
of Postmasters. We took no polls. 

My Congressman, Congressman Bill Mailliard has taken polls, I 
know, and I understand other Congressmen have. But I have seen 
his polls in an instance or two, and he shows roughly close to 59 per- 
cent of the people of San Francisco favor these letter rates of 4 cents. 

Mr. Hemputiyi. Has the Post Office Department itself conducted 
these polls through postmasters ? 

Mr. Frxa. Not through the postmasters. I have no knowledge of 
polls. 

Mr. Horirietp. Will the gentleman yield on that? 

Mr. Hempnity. Yes, sir. 

Mr. Ho.irrecp. On the question sent out in the questionnaire, do you 
happen to remember what the question was? 

Mr. Frxa. I think substantially the question was: Do you favor an 
increase of postage rates to 4 cents to offset the postal deficit? That 
is the intent of the question. 

Mr. Horartetp. As I remember, that was the question. However, he 
did not ask people: “Do you favor an increase in your first-class mail 
in order to cover the subsidy on second- and third-class mail?” He 
did not put that kind of question to people; did he? 

Mr. Fixa. No, sir; he cid not. 

Mr. Houtrretp. What do you think the answer would have been if 
he had put that type of question to the people? 

Mr. Frxa. I do not know. 

Mr. Houtrievp. I do not, either. 

The Cuarrman. Are there any other questions of Mr. Fixa ? 

Mr. Ceperserc. I have a question, Mr. Chairman. 

The CnHarrMan. Mr. Cederberg. 

Mr. Ceperserc. Mr. Fixa, do you have a national magazine for your 
association ? 

Mr. Frxa. Yes, we do, Congressman. 

Mr. Crpersere. How many do you send out every month? 

Mr. Frxa. We send out about 35,000. We have 34,000 members and 
we have sent about 1,000 extra copies that are sent to the Depart- 
ment officials and other interested people ; Congressmen. 

Mr. Creperserc. Would the proposed increase in rates be a great 
burden on your association ? 

Mr. Fixa. No, sir; it would not. 

I have not had a ruling on it. I think we are exempt from this in- 
crease as an association or a nonprofit organization. But our mailing 
bill runs roughly $100 a month for these 35,000 copies, and if it did 
go up 15 percent over a period of 4 years that would be $50 a month. 
And that would not cause us any trouble at all; we would be in pretty 
bad shape if we were to come that close. 

Mr. Ceperserc. Mr. Chairman, I would like to say, as a member of 
the Postal Operations Subcommittee, that we had an opportunity to 
visit San Francisco last fall and see Mr. Fixa’s office. It was an 
enlightening trip and an enjoyable trip, and we think the San Fran- 
cisco office is doing an excellent job. 

Mr. Fixa. Thank you very much, sir. 

The CuHatrman. Are there any other questions of Mr. Fixa? 

Mr. Gross. 
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Mr. Gross. You get a preferential rate on your association’s publi- 
cation, do you not, Mr. Fixa ? 

Mr. Frxa. Yes, sir. 

The Cuatrman. Mrs. Harden? 

Mrs. Harpen. Mr. Chairman, I have no questions, but I do want to 
say I appreciate Mr. Fixa’s coming before the committee. 

I recall that a few years ago our Post Office and Civil Service 
Committee visited San Francisco. Mr. Fixa, I also recall your gen- 
erosity at that time and your hospitality and that you personally 
conducted a tour of the San Francisco APO post office on Thanks- 
giving Day; which proves that a congressional committee and a post- 
master worked on a holiday. 

Mr. Frxa. That is right. And I might say I am rather of the 
opinion that ony a congressional committee would get that kind of 
service, however, on Thanksgiving Day. 

The Cuarrman. Thank you, Mr. Fixa. 

I understand your vice president is present, Mr. E. L. Baker. 

Mr. Frxa. Yes. 

The CHatrman. If you have a statement, Mr. Baker, you may 
proceed. 


STATEMENT OF EDWARD L. BAKER, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF POSTMASTERS OF THE UNITED STATES 


Mr. Baker. Mr. Chairman and members of the committee; my 
name is Edward L. Baker and I am a vice president of the National 
Association of Postmasters of the United States, and postmaster of 
the Detroit postal district, a 200-square-mile area of Michigan which 
is home to nearly 214 million Americans. 

Yesterday the Postmaster General and the Deputy Postmaster 
General spoke in support of H. R. 5836 and stated the Post Office 
Department’s reasons for feeling increased postage rates were justi- 
fied, sound, and necessary. Both as an official of the National Asso- 
ciation of Postmasters of the United States and as the postmaster 
of Detroit, I wholeheartedly endorse their statement. 

I have had the privilege of discussing postal problems with busi- 
nessmen and citizens of both large and small communities. Amer- 
icans of all walks of life are basically individualists and I am sure 
they want to pay their own way, whether it be for their daily bread 
or their personal postage costs. 

The proposed rate increases are nominal when compared to in- 
creases in cost since 1932 of nearly all other goods and/or services. 

Since approximately three-fourths of the daily mail volume is 
originated by business, the increased cost to the average family would 
be nominal, indeed, and rightly so. The large users of postal services 
would be bearing their equitable share of the cost of each type of 
service rendered. 

In my opinion, business stands ready to pay its own way. Recently 
in Detroit, at a congressional clinic sponsored by the United States 
Chamber of Commerce, a representative group comprised of over 
1,000 of our leaders of business and industry unanimously went on 
record favoring a postage rate increase sufficiently large to put the 
Post Office Department on a pay-as-you-go basis. 
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Assuredly, Mr. Chairman, if the Post Office Department’s operating 
budget was closer in balance, funds would be available for modern 
buildings and modern equipment which would enable our great serv- 
ice to efficiently keep pace with the ever-increasing mail volume. I 
can testify that in Detroit, Mich.—and this is true in many other 
offices over the Nation—we are operating in a building which was 
built in 1936 to meet the requirements of that time. And today 
Detroit is sending and receiving more than twice as much mail as 
they did in 1936. 

Most important, in my opinion, Mr. Chairman, is that our 7,269 
postal employees in Detroit are working under conditions which are 
20 years behind the times. Our buildings are poorly lighted, poorly 
ventilated, are crowded, and lacking in modern mechanical equipment. 
These career postal employees in Detroit, as well as throughout the 
country, are capable and they are dedicated to this essential public 
service we render. 

In order that our postal service, which is the greatest in the world, 
will not deteriorate and will continue to keep pace with the constantly 
expanding economy of the Nation, we, as Government employers, 
must, if we hope to recruit a future work force of equally capable 
and dedicated employees, keep abreast of the improved working con- 
ditions being offered by private employers. 

I think the conditions prevailing in Detroit are typical through- 
out the Nation, particularly in communities where the population is 
expanding rapidly. 

We sincerely hope that Congress will see fit to approve this rate 
increase, as it will greatly improve the quality and dignity of our 
great service to the Nation, and it will improve the lot of the postal 
employee everywhere. 

The Cuarrman. Thank you, sir. Are there any questions? 

Mr. Lesinski. 

Mr. Lestnskr. Mr. Baker, I appreciate your coming before the com- 
mittee. 

Knowing the difficulty of serving Detroit as a postmaster because 
of the constantly expanding metropolitan area and your problems 
with areas close to Detroit which are now separate post offices, and so 
forth, you have a job and you have done a splendid job so far. 

For a man out of the Department to come in and take over as you 
have, I have to congratulate you on that point. 

In regard to the question I asked Mr. Fixa, the postmaster from 
San Francisco, I will say I was amazed that the amount of first-class 
mail is over 60 percent. In the Detroit area there is a large volume 
of second- and third-class mail which people are concerned about. 
What is your percentage of first-class mail that you handle in the 
Detroit post office ? 

Mr. Baker. I do not have the statistics exactly, Mr. Congressman, 
but I would say that approximately 60 percent of our mail is first- 
class mail. We have a rather high volume of third-class mail in our 
office, not a great deal of second class. 

Mr. Lestnsxr. According to my mail and to that of other Members 
of Congress in the Detroit area and talking with people, that 
does not seem to be correct. I am not saying that your figures are 
not proper, but from my conversation they claim their biggest volume 
is the second and third class and advertising, not in first class. 
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Mr. Baker. Our volume is still greater, sir, in first-class mail. We 
run better than a million and a quarter pieces of first-class mail each 
day. Our third-class mail is probably in the volume of 750,000 pieces 
to 1 million. 

Mr. Lestnsxkt1. In other words, you can attribute that to the fact 
that in the average home a person that receives mail, a good por- 
tion of his mail is advertising, and, whereas business might make up 
the balance of the difference in the first class, that business carries the 
bulk of first class ? 

Mr. Baxer. I would say that 75 percent of our first-class mail origi- 
nates from business groups. 

Mr. Lesrnsx1. I understand now why Mr. Fixa’s figures are as they 
are and yours are as they are. But the average homeowner that 
receives mail, the bulk of his mail is third class, whereas in business 
the bulk of it is first class. And there being a larger volume of busi- 
ness mail, naturally, the percentage of first class would be higher; is 
that not correct ? 

Do you follow me, Mr. Baker ? 

Mr. Baxer. The percentage of first-class mail is higher, sir. 

Mr. Lestnsx1. But it means business receives higher proportion of 
first-class mail than the howeowner ; does it not ? 

Mr. Baxer. That could be, yes, sir. 

Mr. Lestnski. That is the reason why the figures are confusing 
to those of us here who have to deal with them, because of the fact 
that we get complaints from the homeowner, not the businessman. 

I have one question further, Mr. Baker. What is your labor turn- 
over in the city of Detroit annually ? 

Mr. Baxer. Sir, to begin with, we have about 120 of our employees 
retired each year and there is a fairly large turnover among the first 
year or probationary employees. I could not give you the figures 
exactly, sir, but I think it would probably average about 15 a month. 

Mr. Lestnsxr. 15 a month of 7,269? I believe that is the figure you 
quoted here. 

Mr. Baxer. I might say on that figure I quoted you—it should have 
been 50 a month—that that was the post office employees in the Detroit 
area. 

We have 6,555 in the Detroit post office; there are 484 in the postal 
transportation unit; and 230 in the vehicle service unit, for a total 
of 7,269. 

Mr. Lestnsxt. In other words, if you have 15 per month, there will 
be 180 employees quitting the Department every year roughly ¢ 

Mr. Baxer. Yes; at least that many, plus the retirees and the deaths 
and those who transfer to other offices. 

Mr. Lestnsxr. You point out in your testimony that you are con- 
cerned about the future of the Post Office Department, that it is diffi- 
cult for them to keep qualified employees. That has been my concern 
for many years. You are concerned, are you not, that you do not 
have the qualified employees for the future to take over the responsi- 
bilities of your various functions in the Detroit post office? 

Mr. Baxer. Yes, sir. 

Mr. Lestnsxt. I believe that is a problem that we will have to 
attend to, Mr. Baker. 

I appreciate your remarks here, and I can assure you that you have 
a wonderful postmaster in Detroit. Thank you. 
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The CuHatrmMan. Are there any other questions ? 

Mr. Hourrrevp. Mr. Chairman. 

The Cuarrman. Mr. Holifield. 

Mr. Hotirtexp. I notice on page 2 of your prepared statement, Mr. 
Baker, you say: 

In my opinion, business stands ready to pay its own way. Recently in 
Detroit, at a congressional clinic sponsored by the United States Chamber of 
Commerce, a representative group comprised of over 1,000 of our leaders of 
business and industry unanimously went on record favoring a postage rate 
increase sufficiently large to put the Post Office Department on a pay-as-you-go 
basis. 

My question to you, sir, is this: In that general endorsement of 
a policy, did the editors and publishers of the various magazines, such 
as Life and the Saturday Evening Post and Good Housekeeping have 
representation there ? 

Mr. Baker. They would not be members, sir, of the Detroit Board 
of Commerce. 

Mr, Houirreip. They would not be? 

Mr. Baker. This was a local group, sir. 

Mr. Houirre.p. Then that part of industry which is now receiving a 
subsidy was not represented. And I read to you the estimate of 
revenue and subsidy on the Saturday Evening Post for 1955. 

Their revenue, as given to me by the Post Office Department, was 
$3,488,000 for the Saturday Evening Post, and the estimated cost was 
$9,557,000 or slightly over a $6 million subsidy; 

Did that part ‘of business agree with that policy of putting the Post 
Office Department on a pay-as-you-go basis, and were they willing to 
pay the full cost of their subsidized business ? 

Mr. Baker. Sir, there were over 1,000 of the general board of com- 
merce members who attended this session and they are comprised of 
businessmen from all walks of life, some from small businesses and 
some from large businesses. 

And as to the constituents there, the breakdown of that group I 
wouldwould not know, sir, but they were a representative group. 

Mr. Houirietp. But your newspaper and magazine and book pub- 
lishers were not willing to pay their share of the cost of the deficit, 
were they ¢ 

Mr. Baxer. Among those who attended, the response was unani- 
mous, as I recall. 

Mr. Houirtetp. They were willing to have the Post Office deficit 
taken care of, but they were not willing to do their part, they wanted 
to put it on first-class and airmail users; is that not correct ? 

Mr. Baxer. There were 3 questions, sir, that were put to the group. 
The first question asked by the moderator was: “Do you believe that 
the Post Office Department should operate without a deficit ?” 

And the answer was “Yes,” 

The second question, as I recall, was: “Do you feel that each class 
of mail should approximately take care of its own costs?” The 
answer again was “Yes.” 

And the third question was: “Would you be willing to have the post- 
age rates on first-class mail increased to 4 or 5 cents?” And again the 
answer of the thousand persons attending was unanimously “Yes.” 

Mr. Ho.trretp. But there was no question presented to them specifi- 
cally asking them if they would indorse payment of actual costs of 
handling by newspapers, books, and magazines ? 
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Mr. Baker. We do not have many second-class publishers in the 
Detroit area. There are some other areas that might be more 
significant. 

Mr. Houtrrevp. But the question was not put to them, that specific 
question was not put to the assembly ; was it ? 

Mr. Baxer. As to whether the costs of second-class mail should be 
increased ¢ 

Mr. Horirietp. The question was not put to them as to whether each 
category of mail should pay its own way or not; it was just a general 
question to the effect that the Post Office deficit should be taken care 
of ; is that not correct? 

Mr. Baker. Yes. But previously the moderator did explain ap- 
proximately the proposed increases in mail that have been suggested 
here today. So I think that the audience was essentially f: amiliar with 
the proposed increases on first-class mail, the second-class mail, and 
third-class mail. 

Mr. Houirrevp. I have no doubt at all that they were familiar with 
the increases that were proposed, but were they familiar with the sub- 
sidies that now exist in the separate departments ? 

Mr. Baxer. I do not know. 

Mr. Ho.irrevp. Or the losses incurred in the separate departments 
of mail; they are not familiar with that? 

Mr. Baxer. I do not know what they do as individuals or how they 
feel about it personally. 

Mr. SantTancevo. Will the gentleman yield? 

Mr. Hortrterp. Yes. 

The CHarmrman. Mr. Santangelo. 

Mr. SanTanGeLo. As I understood you, Mr. Baker, the second ques- 
tion that was propounded was whether or not each class should take 
care of its own expense. The answer to that question was “Yes”, is 
that correct ? 

Mr. Baxer. Should each class of mail essentially or substantially 
take care of their costs? 

Mr. Sanrancero. The answer to that was “Yes”. Then the second 
question put to them included publications and magazines, is that 
right ¢ 

“Mr. Baxer. Essentially each class mail. 

Mr. SanTanceto. So they were in favor of the second-class mail 
paying its way so that it would be a pay-as-you-go proposition ? 

Mr. Baxer. They felt that the Post Office De ‘partment should 
operate without a deficit, and they, as individuals, were willing that 
each of their services 

Mr. Santrancero. Specifically, they took the position that the 
second-class mail should pay for its own way, as I understood your 
answer to Congressman Holifield’s question ; that the second question 
which was propounded to them was that each class, first, second, and 
third, should pay its own way and the answer to that question was 
“Yes”. 

Mr. Baker. Should substantially pay its own way ? 

Mr. Hotrrrevp. You are aware of the fact that this bill does not 
carry that out, are you not? 

Mr. Baxer. “Substantially pay its own way”? 
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Mr. Horrrievp. Yes, sir; that they do not substantially pay their 
own way in second- and third-class mail in this bill. The bill does 
not provide for that, does it? 

Mr. Baker. It does not entirely. 

Mr. Sanrancevo. It does not even provide for substantially paying 
their own way; it does not even go halfway, does it? 

Mr. Baker. It represents a considerable increase, does it not, over 
the previous rates ? 

Mr. SANTANGELO. Yes, sir. But you are evading my question. It 
does not represent 50 percent of the cost of handling that specific item, 
is that not correct ? 

Mr. Baker. Approximately so; yes, sir. 

Mr. SanranGe.o. So you are not following out the endorsement of 
this organization by approving this bill, are you? 

Mr. Baker. They went on record as saying that they would be in 
favor of an increase to 4 or 5 cents for first-class mail. 

Mr. Hotirrevp. I understand that. 

If you will yield, Mr. Santangelo? 

Mr. SANTANGELO. Yes. 

The CHarrman. Mr. Holifield. 

Mr. Hourrrety. They also said, according to the question presented 
them, that they were in favor of the second- and third-class mail 
paying its way, did they not? 

Mr. Baxer. They feel that essentially each class mail should sub- 
stantially pay its own way. 

Mr. Hourrieip. That is all, Mr. Chairman. 

Mr. JoHansen. Will the gentleman from California yield ? 

Mr. Horirrevp. I yield. 

The CHairman. Mr. Johansen. 

Mr. JoHANseN. Mr. Chairman, I would like to direct a question to 
the gentleman from California. He knows I think that I have great 
respect for his judgment and views. 

I suppose we are going to have to sit here and listen to a constant 
barrage of questions, as to whether or not the first-class mail users 
should subsidize the users of second- or third-class mail. 

I respect the right of the gentleman to hold that view, but I would 
like to know whether or not the gentleman is suggesting that only if the 
second- and third-class users pay 100 percent of their cost, will he 
support a first-class increase. 

I would like to know whether, if they do pay 100 percent of the cost, 
he will support a first-class increase, or whether he is completely 
opposed to a first-class increase regardless of what happens to the 
second- or third-class users. 

Let us bring this out into the open. 

Mr. Hotrrrerp. I trust that the gentleman’s curiosity will be swayed 
somewhat by the proceedings of this committee, and I would like to 
make my position clear as we go along with the different witnesses, 
and I know the gentleman will do the same. 

Mr. Jonansen. May I respectfully say to the gentleman that the 
= is not making his position clear at all. I would like to 
1ave it clear now so we will know what we are talking about. 

Mr. Hotirterp. I will say to the gentleman that I am not on the 
witness stand and it is impossible to make the position clear. There 
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are witnesses before the committee, they are before the committee for 
questioning, and, as any other member of the committee, I would 
exercise my right to question, and I hope the gentleman will do the 
same thing. 

Mr. JoHANSEN. We respect the gentleman’s right to exercise the 
privilege of questioning, but I still would like to know the gentleman’s 
thinking on that point. 

Mr. Howtrter. The gentleman will find out my thinking. He 
might read the debate of Tast year and find out. 

Mr. JoHansen. I read the debate of last year. 

Mr. Cepernerc. Mr. Chairman. 

The Cuatrman. Mr. Cederberg. 

Mr. Ceperserc. As I recall, there was no amendment on the floor to 
make second- or third-class mail to pay its own way, by any opposition 
members. 

Mr. Sanvanceo. Will the gentleman yield ? 

Mr. Ceperserc. Yes. 

‘The Cuatrman. Mr. Santangelo. 

Mr. Sanrancero. I am a new member on this committee, but, as I 
read the statement by the chairman in last year’s report, the commit- 
tee recommended a 60 percent increase for second-class mail, or an 
inerease higher than that which was recommended by the Postmaster 
General. It was stated also that the recommendation of 30 percent 
was inadequate. 

I want to know from Congressman Johansen, whether or not there 
has been a departure from the committee’s point of view; whether we 
are reducing the increases for second-class mail, or are we adhering to 
the recommendations as of last year? 

The CuarrmaN. I will state that last year 30 percent was approved 
as an increase in second-class rates for reading matter, and 120 percent 
increase on all advertising matter, in second class. 

Mr. SanrancELo. This does not increase the rate by 120 percent, but 
gives 4 successive increases amounting to only 60 percent. So it is a 
reduction of the recommendation by the committee last year. 

The CuarrMan. Insofar as advertising matter is concerned. Read- 
ing matter was raised from 30 percent, which was in the bill last 
year, to 60 percent in this bill. 

Mr. Santancevo. In any event, it has been a departure downward 
from the committee’s position as of last year. 

The Cuairman. As far as advertising matter is concerned. This 
is reading matter. 

Mr. JoHanseENn. In response to that, let me say, I was not only pres- 
ent, but read and heard the debate last year, and with the 120-percent 
increase in the advertising portion of second-class mail the argument 
was still advanced that the first-class mail user was subsidizing the 
second-class user. 

I want to know if there is any point which we can reach in the 
judgment of some of the gentlemen on this committee, that would 
justify an increase in the first-class rate. 

The CuarrMan. Are there any further questions? 

Mr. Hemphill? 

Mr. Hemput. I would like to ask a question in connection with 
testifying that this group favored a postage-rate increase. 
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You say that group favored wits each class of mail pay its own 
costs. Did I understand you correctly on that? 

Mr. Baxer. Are you addressing me, sir? 

Mr. Hemputty. Yes, sir. 

Mr. Baxer. I say there were three questions proposed by the mod- 
erator. The first question was: should the Post Office operate without 
a deficit? The answer to the question was “Yes.” 

The second question was: Would you favor increases in rates for each 
type mail so that substantially they could pay their own way? The 
answer was “Yes.” 

The third question was: Would you be willing to increase first-class 
postage to 4 or 5 cents per ounce? And the answer again was “Yes.” 

Mr. Hempuity. Then my question would be: Does your association 
favor the proposition that each class of mail should pay its own way ? 

Mr. Baker. We have gone on record, sir, as being in favor of this 
bill as it is now proposed. 

Mr. Hemruityt. Maybe you did not understand me. My question 
was: Does your association favor each class of mail paying its own 
way ¢ 

Mr. Baxer. We have not considered it exactly in that way, sir. 
We feel that this has to be worked out for the best for the country and 
the best for the Post Office Department. 

Mr. Hemputiiy. I do not want to embarrass the gentleman, but I 
understand you are a distinguished employee of the Post Office De- 
partment. Do you favor each class of mail paying its own way? 

Mr. Baker. I think it would be well, sir, to have each class sub- 
stantially pay its own way. However, I think it is more important 
that we reduce the postal deficit at this time. 

Mr. Hemput. If each class pays its own way, would that not take 
care of the deficit and provide funds for erecting new buildings? 

Mr. Baxer. I am sure it would. 

Mr. Hempuiuy. Thank you, sir. 

The CHarrmMan. Thank you very much. 

Who is your next witness? 

Mr. Fixa. Executive Secretary-Treasurer Charles E. Puskar, 

lease. 
: The CHatrMAn. We will be glad to hear Mr. Puskar. 


STATEMENT OF CHARLES E. PUSKAR, POSTMASTER, IMPERIAL, 
PA., AND EXECUTIVE SECRETARY-TREASURER, NATIONAL ASSO- 
CIATION OF POSTMASTERS OF THE UNITED STATES 


Mr. Pusxar. Mr. Chairman, I want to apologize for being late. 
There were some last minute additions I wanted to make to my state- 
ment. They are being mimeographed, and before this recess this 
morning, each member of the committee will be supplied with a copy 
of the statement I am about to read. 

Mr. Chairman and members of the committee, my name is Charles 
E. Puskar. I am executive secretary-treasurer of the National Asso- 
ciation of Postmasters of the United States, and postmaster at Im- 
perial, Pa., a position I have held for over 23 years. 

The aggregate deficit, Mr. Chairman, since 1946, as you all know, 
is over $5 billion in the Post Office Department. In other words, the 
national debt has been increased by postal deficits during the past 10 
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pm in the amount of $5 billion and must eventually be paid by the 
taxpayers of the Nation, probably by future generations. In effect, 
the users of the mail during the past 10 years have saddled present and 
future taxpayers with their postage bill. 

Postmasters are especially aware of the fact that during the past 10 
years, as the deficit mounted, the physical plants and the facilities were 
allow ed to deteriorate. In spite of increasing demands for postal serv- 
ice by reason of an ever increasing population and business economy, 
facilities were not expanded and practically no new post offices were 
built. It is to the everlasting credit of postmasters and all post 
office employees that the service was maintained at a high standard of 
efficiency during the past 10 years, during which time the postal service 
practically doubled. 

In the meantime, the costs of mail a increased. Congress 
rightfully raised salaries of postal personnel, and transportation costs 
increased proportionately. It is estimated that the deficit in 1957, 
under the present postage rate structure, will be well over $500 million. 

It is a fact that our neighbor, Canada, charges 5 cents per ounce for 
first-class mail and shows a 168 percent return on that class mail, and 
almost without exception, the countries of the world require their 
postal service to operate on a pay-as-yougo basis. As the Postmaster 
General pointed out yesterday, the nations of Germany, France, 
Norway, Switzerland, and Sweden all charge over 4 cents per ounce 
for first-class mail, and they realize more than 100 percent return on 
that class mail. 

It is right and just that first-class mail should pay more than its 
actual cost in the operation of the postal service, because it does get 
preferential treatment above all other classes of mail. 

And that, I believe, is the crux of the whole conversation we heard 
here this morning. First-class mail does get preferential treatment, 
and therefore we believe it is right that it should pay a little bit about 
its operating cost. If Congress raised first-class mail to 4 cents per 
ounce, the return on that class of mail would still be less than 130 
percent. 

It is generally agreed that it would not be feasible or practical to 
increase rates on second- and third-class mail to the point where that 
class of mail would pay its own way. We believe, however, that the 
rates on second- and third-class mail matter should be increased at least 
in the amount suggested in H. R. 5836. 

It was pointed ¢ out at this hear ing by the Postmaster General yester- 
day that the majority of the newspapers using second-class mail, and 
some of the users of third-class mail, as patriotic citizens and tax- 
payers, have signified their willingness to have Congress increase the 
rates on those classes of mail in order that the postal service will be 
put on a sound financial basis, and we thank you for it. 

However, some users of second- and third-class mail, at the hearings 
last year on postal rates, objected to even a modest increase in rates. 
It seems rather ironic, Mr. Chairman, that some of those who protested 
most vehemently request special handling and preferential treatment 
of second- and third-class mail. For ex: unple, they will request. post- 
masters to deliver their products on a certain day of the week in order 
to tie the delivery of their products or their mail matter in with an 
advertising campaign scheduled for a certain day, tie it in with adver- 
tising in the newspapers and television and radio. 
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I have as exhibits, which will be presented to the reporter, Mr. 
Chairman, three letters that are typical of that type of request that 
postmasters often receive. One is from Mr. John Hallenbeck, circu- 
lation director of Life, dated January 14, 1957, addressed to the post- 
master at Imperial, Pa., which requests delivery of third-class mail 
to every boxholder in the post office, to every patron on the post office on 
a certain day. 

(The letter referred to follows :) 


DeaR Mr. PostTMAsTER: Your post office will shortly be receiving a number of 
third-class pieces for delivery in your area. Each individual bag or bundle will 
be tagged : 

“Mr. PosTMASTER: Would much appreciate delivery of these circulars on 
Wednesday, January 23. Please refer to our letter of January 14.” 

With your convenience in mind, we have consulted the Postal Inspection and 
Railway Mail Services to see that this mail reaches you in time to meet your 
own schedule of local delivery—and your cooperation in seeing that it is delivered 
on the above date is something we at Life would deeply appreciate. 

We are scheduling newspaper, radio, and television advertising in your area 
during the week of delivery, and all these advertisements will ask people in your 
area to watch their mail on Wednesday to be sure to look in their mailboxes on 
Wednesday for the letter Life is sending to them. 

With so much money invested in local advertising, I am sure you will under- 
stand how concerned we are that our mail should be delivered on the requested 
date. 

I feel sure you will do your best to comply with this request—so I’d like to 
say “Thank you very much in advance for all of us at Life.” 


A letter from Walter Weintz, circulation manager of the Reader’s 
Digest, dated January 21, 1957, addressed to the Postmaster, Impe- 
rial, Pa., also requests delivery of a third-class mailing, of mailing 
matter addressed to every patron in the post office at Imperial, and 
requested to be delivered on a certain day to tie in with an advertising 
campaign. 

The letter referred to follows: 


Dear Mr. PostmMAstTerR: The Reader’s Digest Association is making a book 
promotion mailing to regular magazine subscribers as well as book club members. 
This mail may be identified by the Digest corner card and by a distinctive double 
window envelope with 2 pennies showing through the second window. 

The mail you will receive from us will be tagged with a request that you make 
delivery on Tuesday, January 29. A sample of this tag is enclosed. Since 
extensive radio advertising has been scheduled for this date, your cooperation 
is essential to the success of this promotion. 

Perhaps you will recall that The Reader’s Digest Association has made similar 
mailings in previous years. Through the fine cooperation of postmasters and 
other post-office officials throughout the United States, previous promotions have 
been successful, and have enabled us to repeat this year. 

We recognize fully that your post office is handling mail as expeditiously as 
possible, and that we cannot expect you to give preferential treatment to cir- 
cular mail. However, with the help of our local postmaster, the Postal Trans- 
portation Service, and the Post Office Inspection Department, we have planned 
the timing of the promotion with your convenience in mind, and we feel that in 
most cases it will be practical for the receiving post offices to comply with our 
request and deliver the mail on January 29, 1957. 

We at The Reader’s Digest Association greatly appreciate your cooperation 
in handling this mail—as we have appreciated your fine cooperation in the past. 


The following letter was received from I. M. Van Gelder, opera- 
tions, of the Reuben H. Donnelley Corp., which is perhaps the largest 
user of third-class mail in the Nation, and it is addressed to the Post- 
master at Imperial, Pa., and states: 


Dear Stir: Enclosed is a sample of the coupons we are mailing on February 28, 
March 7, and March 31. 
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Incidentally, this letter is dated February 27. 

Mr. Hottrmip. What was that name? 

Mr. Puskar. The name of the sender of the letter ¢ 

Mr. Houtrrerp. Or the firm. 

Mr. Puskar. The tirm is the Reuben H. Donnelley Corp., of 
Chicago. 

The letter is dated February 27, and I will repeat : 

Deak Str: Enclosed is a sample of the coupons we are mailing on February 28 
March 7, and March 31. 

Mr. Creperserc. Would the gentleman yield? 

Mr. Puskar. Yes, sir. 

Mr. Creperserec. Could that be the same firm that was represented on 
a committee that investigated postal rates in the other body, who said 
that we should not have any increases ? 

Does anyone on the committee know ? 

Mr. Pusxar. I am not sure, Mr. Congressman. 

Mr. Creperserc. I think the name of “Donnelley & Co.” was repre- 
sented on the report from the other body that said there should not 
be any increases. 

Mr. Pusxar. I believe Donnelley & Co. was represented on the 
Advisory Council in the Senate. 

Mr. JowHansEen. Mr. Chairman, may I also raise a question ? 

The CuHarrman. Mr. Johansen. 

Mr. Jonansen. Did I understand the gentleman to quote a letter 
from a representative of the Reader’s Digest? 

Mr. Pusxar. Yes, sir. 

Mr. JoHansEN. It is my recollection that that is the firm which was 
represented here last year and which opposed any increases in any 
postal rates. 

Mr. Pusxar. That is correct, sir. 

And in answer to your question, Congressman Cederberg, let me say 
that I notice that on the Citizens’ Advisory Council of the Committee 
on Post Office and Civil Service of the United States Senate, Mr. 
Albert M. Andersen, executive vice president of the Reuben H. Don- 
nelley Co., Chicago, IIl., is on that committee. 

The CuatrmMan. You will also find who is representing the Curtis 
Publishing Co. on that committee, will you not ? 

Mr. Pusxar. Mr. Walter Fuller, who is chairman of the board of the 
Curtis Publishing Co., is also on that committee. 

Mr. JoHansen. Will the gentleman yield further? 

Mr. Pusxar. Yes. 

Mr. JoHansen. Am I correct in my impression that the Donnelley 
firm is the one that brings out all the Luce magazines? 

Mr. Pusxar. That is right, sir. 

The letter from Donnelley says further: 

* * * We are mailing the copies of coupons on those dates from Chicago under 
permit No. 3298 to addresses in your city. 

We would appreciate your cooperation in seeing that these coupons are dis- 
tributed to your patrons during the week of March 4, March 11, and March 25. 

Thank you. 

Very truly yours, © 
THE REUBEN H. DONNELLEY Corp., 


E. L. Dwiet, 
Production Operations Manager, Direct Mail Division. 
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Postmasters are happy to comply with those requests, Mr. Chairman, 
if at all possible, but I submit that they do receive excellent service 
for the pitifully small amount of postage that they pay. 

With lack of modern facilities and adequate space, it often works 
a hardship on the postmaster and the postal employees to comply 
with these special requests, because it often means that the mail matter 
must be stored until the delivery date requested. ‘Therefore, as | 
mentioned before, I believe the users of second- and third-class mail 
would still be getting one of the greatest bargains in our Nation in 
postal service if this committee increased their rates as suggested in 
this bill. 

I also point out, Mr. Chairman and members of the committee, 
that each day that this bill is delayed actually means that the users 
of the mail are benefiting in the amount of $1,500,000 daily, which 
is the approximate amount of the deficit each day under the present 
‘ates. Therefore, we urge this committee to give favorable considera- 
tion to this bill without delay. 

Mr. Chairman, as an organization representing 34,000 postmasters, 
which is more than 90 percent of all the postmasters in the Nation, 
of which 23,883 of our members are postmasters in small third- and 
fourth-class offices, we are somewhat apprehensive that the provisions 
in section 108 of the bill may work a hardship on the smaller offices. 
That section, as you know, provides that 80 percent of the gross re- 
ceipts shall be counted for the purpose of determining the class of 
the post office or the compensation or allowances of postmasters. 

We are apprehensive, Mr. Chairman, because a large portion of the 
receipts in many of those small offices are derived from parcel post. 
As you know, under this bill parcel-post rates will not be increased. 
Some of the smaller offices derive their receipts from the mailing of 
day-old chicks from hatcheries or from the parcel-post mailings from 
a nursery, consisting of live plants or seedlings in rural areas. If 
only 80 percent of the gross receipts are counted, it may result in 
some offices being reduced from third-class to fourth-class, or from 
second-class to third-class, which would eventually result in a reduc- 
tion in salary for the postmaster and clerks of that office. 

I point out, Mr. Chairman, that the last time rates were raised on 
first-class mail was in 1932, at which time first-class mail was in- 
creased from 2 cents per ounce to 3 cents per ounce, which was actually 
a 50-percent increase in that class of postage. At that time Congress 
saw fit to allow 85 percent of gross receipts to be counted in fixing 
the compensation of postmasters and in determining the class of the 
office. Under the bill presently being considered by your committee, 
H. R. 5836, it is proposed to increase postage of first-class mail from 
3 cents to 4 cents, which is only an increase of 3314 percent; yet the 
bill provides that only 80 percent of the gross receipts shall be counted 
in determining the compensation of postmasters and the class of office. 

Therefore, Mr. Chairman, the National Association of Postmasters 
respectfully requests this committee to give consideration to allowing 
85 percent of the gross receipts to be counted. We, therefore, recom- 
mend that on page 9, lines 14 to 19 of H. R. 5836 be changed to read 
as follows: 


Sec. 108. On and after January 1, 1958, 85 percent of the gross postal receipts 
of all classes of post offices shall be counted for the purpose of determining 
the class of the post office or the compensation or allowances of postmasters or 
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other employees whose compensation or allowances are based on the annual 
receipts of such offices. 

Mr. Chairman and members of the committee, I thank you for the 
opportunity of appearing before your committee and for the kind 
consideration you have always given our association. ‘Thank you. 

The Cuarrman. Are they any questions of Mr. Puskar ? 

Mr. Lestnsxi. Mr. Chairman. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnsxi. Mr. Puskar, you have been here many years and I 
know your knowledge of the postal operation. You are quite familiar 
with the whole- let us use the expression -setup. 

Regarding section 108, is it not true that the large first-class post 
offices in the United States are making money, that invariably their 
income is over their expenses ¢ 

Mr. Pusxar. I think that is true in quite a few large offices, be- 
cause there is more revenue there. 

Mr. Lesinskt. Following that line of thinking, is it not correct 
that the second- and third- and a good portion of first-class receipts 
are received at the big post offices and therefore your second- and 
third- and fourth-class do not receive the revenues and therefore are 
in the red ? 

Mr. Puskar. That is generally conceded. 

Mr. Lestnskt. But they have to handle the mail that is mailed in 
a large first-class post office, and therefore it is their expense but they 
receive no receipt for it ; is that not correct ? 

Mr. Pusxar. That is quite true. 

The large mailers are usually in the large cities, such at San Fran- 
cisco or Detroit. And they, of course, get the receipts because there is 
where the mailing is done, while the postmasters such as myself in the 
smaller offices, where there is no large industry, deliver their mail 
in our city. 

Mr. Lestnsxkr. If I follow you correctly, using this figure of 80 
percent of your receipts for your pay would then mean that you 
would not be getting your proper share of the cost of your labor; is 
that right? 

Mr. Pusxar. That is right ; in some offices. 

Mr. Lesinsk1. Would you prefer that that section be stricken out 
entirely / 

Mr. Pusxar. That would in effect, Mr. Lesinski, turn this into a 
salary increase bill and certainly, as postmasters, we are not going to 
refuse to accept any increase in salary that this committee wants to 
give us. 

3ut we are not here primarily on a salary bill. We expect that 
will come later. We are here mainly in the interest of having the 
Postal Service put on a sound financial basis. 

Mr. Lestnsxkr. I do not have a copy of your testimony. What was 
the total figure you used as to the total amount of the Post Office 
deficit as of what year? 

Mr. Pusxar. The figure I used was that the aggregate deficit in 
the past 10 years is over $5 billion. 

Mr. Lestnsxt. Is it not true that last year the farmers were given a 
$1.8 billion subsidy and this year it is estimated at $3 billion? Is it 
not true that in the last 6 years, since the Korean war, that industry 
has received over a $22.5 billion subsidy ? 
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Mr. Puskar. I cannot answer that question. 

Mr. Lesinsxt. Is it not true that the population in Canada is less 
concentrated in the large cities than it is in America, and therefore the 
expense of handling mail in Canada is higher than it is in the United 
States ? 

Mr. Pusxar. That I do not know, either. I do not know the popu- 
lation in Canada. 

Mr. Lesrnsxt. They have dog sleds there. 

Mr. Pusxar. We have them in Alaska too, Mr. Lesinski. 

Mr. Lestnsk1. I realize that the population of Alaska is very small 
and it is very expensive to deliver mail. I am not denying that fact. 
But in Canada you have—as compared with the United States basic- 
ally, you have a larger expense for handling of mail because of the 
population being scattered. 

Mr. Puskar. That m: Ly be true of some areas. 

Mr. Lestnskt. Does that not raise the cost of handling the mail in 
Canada over what it is in the United States ? 

Mr. Puskar. I do not know whether it costs more in Canada or not, 
Mr. Lesinski. 

For one thing, I do know the salaries are much lower in Canada 
in the postal service than they are in the United States. 

Mr. Lestnskt. We have before us the question of raising the rate 
to 4 cents while in Canada it is 5 cents. 

Mr. Pusxar. That is right. 

Mr. Lestnskt. So we have the situation of the salaries being lower 
and the expense of handling the mail being higher. 

Mr. Puskar. That sounds logical. 

Mr. Lestnsxkt. I am glad the gentleman brought up the subject of 
the letters that were sent to him by other postmasters, because that 
was behind my reasoning with the postmaster from San Francisco, 
Mr. Fixa. We have had that in our committee before. The people 
that condemn an increase in postal rates are invariably the biggest 
users of the Post Office Department. The effect of those letters to the 
Post Office Department, requesting to have second-class and third- 
class mail delivered at a specific date, affects the handling of first- 
class mail, does it not ? 

Mr. Puskar. I do not believe it would affect the handling of first- 

lass mail, because, as I pointed out before, every post office in the 
Nation, in the whole postal service, first-class mail gets top preferen- 
tial treatment; it does in my office. 

Mr. Lestnsx1. I appreciate that. But, on the other hand, when 
vou have mailing that is due at a specific date it will to a degree affect 
vour handling of first-class mail because oftentimes the employees that 
are handling first-class mail have to go on third class or second class 
if it is to be delivered on a certain date. 

Mr. Puskar. They go on second- or third-class mail after they are 
through handling the ‘first-class mail. 

Mr. Lestsxt. Is it not true that a letter carrier is oftentimes de- 
layed because the mail is stored for a specific date, and he may come 
in at 10 o’clock in the morning and has to wait until 1 o’clock in the 
afternoon ¢ 

Mr. Puskar. In my community, Mr. Congressman, we have no 
mail carriers except the rural carriers. 

Mr. Lestnsxr. Maybe Mr. Fixa can answer this question. 
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Is it not true that there is a delay to the letter carrier because of 
delivering the mail at a specific time. 

Mr. Frxa. Yes, there is. It does not amount to much, as far as the 
individual carrier is concerned, at the beginning of his route. That 
mail is distributed for him during the nighttime and the clerks are used 
overtime to get his mail to him on time. The carrier may leave his 
station a half hour late. We will not permit him to leave any later 
than that. But then he has such a heavy load to deliver during the day 
that he may be 2 or 3 hours over the length of his route. 

I think that is what you are trying to develop. 

Mr. Lesitnski. That is correct. 

Mr. Puskar. And then he runs into overtime. 

Mr. Lestnsx1. That is the answer I was seeking. Thank you. 

I have one more question, Mr. Chairman. We have a peculiar setup 
which further delays the handling of mail in the Detroit area. There 
is the handling of sample soap, for instance. 

For the information of the committee, I might say it is a can which 
is a little shorter than a condensed orange juice can. And this would 
also include the distribution of toothpaste. 

Now any one of us with any reason realizes that you cannot stack 
round cans so how can you put the cans in their respective order in a 
mail pouch and deliver them? That is beyond my conception. Why 
the Department should allow distribution of such items is beyond me. 

But that is one of the things that I think is raising the cost of deliv- 
ering mail, because it requires additional time and expense of man- 
power. That is why the expense of the Department is increasing in- 
stead of decreasing even though the Postmaster General has : attempted 
to decrease expenses through greater efficiency. 

Mr. Rees. Will the gentleman yield ? 

Mr. Lestnsxi. Yes. 

The Cuarrman. Mr. Rees. 

Mr. Rees. Would it not be better to take up the matter of carrying 
tin cans through the mail with the Postmaster General rather than 
with his witness ¢ 

Mr. Lestnsk1. I appreciate that, but we are talking about postal 
rates, sir, and this fits in with the whole picture. 

Mr. Gross. Mr. Chairman. 

The Cuarrman. Mr. Gross, 

Mr. Gross. I am surprised that the gentleman from Michigan, when 
he spoke of subsidies, did not mention the subsidies to foreign govern- 
ments that run into billions of dollars. 

I believe, Mr. Puskar—and it has been mentioned before—that you 
spoke of the postal rates that are being charged in Canada. Is that 
correct ? 

Mr. Puskxar. That is right. 

Mr. Gross. You held that up as a reason why we should increase 
rates here. 

I have here a piece of mailing matter and I wonder if the gentleman 
can explain something to me. This is from Seagram’s Distilleries. 
I had another exhibit, from Seagram’s Distilleries in Montreal, Can- 
ada, when the other postal rate was up for discussion. I wonder if 
you could explain to me, Mr, Puskar, how this piece of mail could get 
to me without any cancellation or stamp on it? I received it about a 
week or 10 days ago. 
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Do Seagram’s Distilleries have a free-mailing privilege in Canada, 
or do we deliver it free in this country? What is the story as to a piece 
of mail of this kind, with no cancellation and apparently no stamp? 

Mr. Puskar. I cannot answer that question; I do not know. 

Mr. Gross. It is a beautiful pamphlet. 

There was also one on the United Nations that came to me a year 
ago, which was sealed, which came sealed for 5 cents, out of Canada. 
You cannot mail it in this country sealed with a letter in it for 5 cents. 

This piece of mail I have here carries no cancellation, no stamp, 
nothing to indicate that any postage was ever paid on it. I do not 
know how they make it work in Canada. 

Mr. Pusxar. I do not know either. 

I pointed out that in Canada it is 168 percent on first-class mail. 
That is why I used Canada as an example. 

Mr. Gross. I just wondered if whisky advertising is on the free list 
up in Canada. 

Mr. Jowansen. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 

Mr. Jonansen. Mr. Puskar, as I understand, you believe the rates 
presently for second- and third-class mail are too low, that is the 
feeling of your association ; is that correct ? 

Mr. Pusxkar. We certainly do. 

Mr. JoHANSEN. Is your association on record as favoring a rate for 
second- and third-class mail that would pay its entire cost : 

Mr. Puskar. No. 

Mr. Jowansen. Would the gentleman say that, in his opinion, or 
in the judgment of his associ: ition, there is any prospect whatever that 
the Congress will enact such a rate increase for second-class and third- 
class mail ? 

Mr. Pusxar. This is my personal opinion, of course, and it is a 
guess, but I do not believe Congress will enact legislation that will 
require second- and third-class mail to pay 100 percent of the cost. 

Mr. JoHANSEN. Will the gentleman then agree that if we are going 
to defer any increase in rates, including an increase in the first-class 

rate, until there has been an increase in second- and third-class ade- 
quate to pay its full cost, that we are going to wait a long time for any 
increase in rates ¢ 

Mr. Puskar. It is perfectly right. 

As I pointed out, each day we have delays its costs us $1.5 million. 

Mr. JoHaNnsEeN. But the fact is that if we wait until we increase 
second- and third-class rates, until they pay all their way, there will 
not be any increase or reduction in this deficit ; is that not right? 

Mr. Puskar. That is right. That is what we are very ‘fearful of. 

Mr. Creperserc. Mr. Chairman. 

The Cuarrman. Mr. Cederberg 

Mr. CreperserG. As an ideal matter, it would be fine to have second- 
class and third-class pay their way, but, as a practical matter, we have 
to face the historical facts of the Department for 50 years. No mem- 
ber opposed to first-class rate increases offered an amendment on the 
floor last year to do anything about second or third class. So we can 
talk about that all we want, and we can site all the subsidies we want, 
but, as far as I am personally concerned on second-class mail, I think 
the 15 percent a year for 4 years should be 15 percent for 8 years 
because we have not faced the issue of postal rates except at about once 








80 READJUSTMENT OF POSTAL RATES 


every 25 years. That is another reason why I am for a 5-cent letter and 
not a 4-cent letter, because if it takes you 25 years to get from 3 cents to 
4 cents we are wasting our time. 

Can the gentleman thing of any more effective smokescreen to pre- 
vent any increase in any rates than an argument in favor of an in- 
crease in second- and third-class rates, to the point that they pay their 
own way? 

Mr. Pusxar. We are very fearful that would delay any passage of a 
rate bill at all this year. 

Mr. CeperserG. It would be a most effective smokescreen to prevent 
any increase in second- and third-class mail, would it not 

Mr. Pusxar. In my opinion, it would be. 

Mr. Ceperserc. Thank you. 

Mr. Lesrnskr. Will the gentleman yield? 

The CHarrman. Mr. Lesinski. 

Mr. Lestnsk1. In response to the question by Mr. Cederberg and Mr. 
Johansen, I want to assure the gentlemen that I was opposed to an 
increase in first-class rates because of the fact that, at whatever rate 
the first class is raised, the second and third class never will be raised 
proportionately. 

It was my amendment in the committee and the committee was fear- 
ful that it would defeat the bill because of letting the first-class in- 
crease alongside the second- and third-class increase. So the point is 
to clarify the air, that there was no amendment on the floor, no, be- 

‘ause we took care of that and it was higher than the Postmaster 
General himself had requested. 

Mr. CeperserG. The gentleman knows I supported his amendment. 
In addition, there was no amendment on the floor to increase it further. 
Secondly, my individual constituents are getting tired of paying for 
this deficit and are perfectly willing, my “mail indicates, to pay the 
5-cent rate. 

Mr. Lestnsxk1. And so are my constituents getting sick and tired of 
getting this junk mail on their steps. 

The CHarrman. Mr. Porter. 

Mr. Porrer. Mr. Chairman, I would like to ask the witness on his 
statement about the reason why we should increase first-class mail 
rates because of preferential treatment, for economies on that. 

I want to say that, according to my computation based on the figures 
given to us yesterday, if you do not count this intangible factor that 
the Postmaster General used here, the deficit for 1956 that can be 
attributed to first-class mail is 6 percent. 

In other words, it is only 6 percent of the $464 million deficit. But, 
as I figure it out here by taking the proportion, by considering the 
comparison of what we get from first-class mail if the increase went 
through and comparing that with what it is now, we find we get 6 
percent in first-class. That stops me a little bit. 

And if you take that Postmaster’s intangible things, which appar- 
ently are not so intangible that you could not reduce them to figures 
but are too intangible to put into the cost ascertainment system, then 
the figure is 57 percent, which is a little closer. 

You would have to raise the rate 1 cent. I realize vou cannot raise 
it by a half cent very well. 

What I want to ask the witness about is this preferential treatment. 

As I understood it, your first-class mail, second-, and third-class 
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is sorted together, delivered together. I want to ask you about this 
point about. the secrec y of first-class that was raised yesterday with 
the Postmaster General, whether you, as Postmaster, consider that as 
part of the preferential treatment. I do not see how secrecy makes 
any difference. 

Mr. Pusxar. Mr. Porter, that is not true, that it is sorted and de- 
livered together. 

Mr. Porter. Is it true that it usually is? 

Mr. Pusxar. It is true in offices where they do have adequate manual 
power to do it the same day, and we would like to do it at all times. 

But in the event that the volume of mail is so high that it is impossi- 
ble for that particular office, with their manpower, to deliver the mail 
to all the men that day, they do deliver the first-class and let perhaps 
the second- and third-c lass, particularly the third-class, wait. 

Mr. Porter. My question is: What is this preferential treatment 
that makes it necessary for us to get more money out of first-class 
mail ? 

Mr. Pusxkar. I just stated that the first-class mail is delivered first. 

Mr. Porter. But my question is this: Usually it is treated along 
with the other mail, is it not ? 

Mr. Pusxar. No; not usually. 

Mr. Porrer. I will yield. 

Mr. Houirtetp. Mr. Puskar, in your statement you have mentioned 
these letters from Life magazine, Reader’s Digest, and the Reuben 
DonneHey people. Is it not true that you received a great many 
letters from other people? 

Mr. Puskar. That is right. I used these as typical, Mr. Holifield. 

Mr. Houirrevp. For instance, did you or did you not, receive the 
same type of letter from the Wall Street Journal for their delivery ? 

Mr. Pusxar. In my office, I have not. In larger offices they may. 

Mr. Ho.trtevp. I know that the postmasters of this country are 
doing a good job and I do not want my question to be thought of as 
being critical of them. 

Mr. Puskar. I appreciate that, sir. 

Mr. Ho.irrevp. Because I know you cooperate on a community level 
on everything you do, and you cooperate to make an efficient organiza- 
tion, and I have often spoken of it. 

Mr. Puskar. We appreciate those remarks, sir. 

Mr. Houirtecp. Do you not attempt, to the best of your ability, 
within the means of your employees and your facilities, to get out, 
let us say, the Life magazine on a certain day and the Saturday Eve- 
ning Post on a certain day, and the Reader’s Digest, and so forth ? 

Mr. Puskar. Yes, we do. 

Mr. Hottrretp. In other words, I am accustomed to receiving these 
magazines through the mail, and I usually get them on the same day. 
Once in a while it carries over to the following day. 

The question I would like to ask you, sir, is: How much actual time 
lag occurs between the receipt of any of these nationally known maga- 
zines and the time that they are delivered? Are they delivered on 
the same day, or is it on the second day, or the third day, or the 
fourth day ? 

I am giving you a general question. I just want to know how 
quickly do you get them out. 
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Mr. PusKxar. Mr. Holifield, we get them, at the most, 2 days before 
the delivery date requested. Usually it is the same day, or the day 
before the delivery date requested. 

Mr. Hortrtetp. You get them the same day or the day before? 

Mr. Puskar. That is right. 

Mr. Hourrrerp. Is that not also true of your letters? Do you not 
usually get them on the same day or the day before? 

Mr. Puskar. That is true. 

Mr. Houtrterp. I have noticed the heavy packs which these mail- 
men carry. Ihave seen many of them with one shoulder permanently 
low than the other because of carrying these heavy packs, whether 
they had a pack on or not. I notice that their pack never has just 
first-class mail but is has first-class and also second- and third-class, 
magazines and newspapers and so forth. 

Mr. Pusxar. Sure. 

Mr. Houtrtrevp. So that there is an attempt then—and I think 
laudably so, I am not criticizing—to serve the time delivery dates of 
these national magazines, is there not ? 

Mr. Puskar. That is true, Mr. Holifield. 

I think every postmaster wants to give his patrons the finest service 
he possibly can, and if he can deliver all the mail received in that 
post office he makes every attempt to do it. 

Mr. Hourrtevp. I think you are doing a fine job in your work as 
postmaster, I want to say that. 

Mr. Pusxar. Thank you, sir. 

Mr. Porrer. I have one other question, Mr. Chairman. 

The Cuarrman. Mr. Porter. 

Mr. Porter. Does this fact that an envelope is sealed and there is 
secrecy have anything to do with the cost of delivering it ? 

Mr. Pusxar. It does not have anything to do with the cost, except 
that it does get preferential treatment. 

But I believe that you have brought out a point there, Mr. Porter, 
that is very important. That is that I believe the intent and the main 
purpose of the Post Office Department is to efficiently dispatch secret 
messages from one person to another. And that is first-class mail. 

Mr. Porter. In terms of determining rates. 

Mr. Puskar. Yes, except that we do handle that mail first in our 
offices. 

The Cuarrman. Mr. Corbett. 

Mr. Corserr. Mr. Chairman, I would like to compliment these 
three gentlemen on giving us an accurate and clear presentation of 
the views of their association and, likewise, that they have given us 
some first-hand knowledge of the problems of the post offices. I would 
like to commend them for that. I also feel that they should not be 
expected to be the best experts on rates and the various factors which 
govern them, because that is not entirely their field. 

Mr. Chairman, I would like to make a general announcement at 
the same time. 

All of us know that our beloved former colleague, Harold Hagen, 
has passed away and that there will be a memorial service in the House 
shortly after 12 o’clock noon today. 

Carl Andersen, of Minnesota, will have charge of the service and 
I am sure many of the members would like to be there. 

The Cuatrman. Thank you, sir. 
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Mr. Hempuitt. Mr. Chairman. 

The Cuarrman. Mr. Hemphill. oh 

Mr. Hempuitu. I understood you to say, sir, that your association 
is opposed to the proposition that each class of mail should pay its 
own costs. Did you say that? Til 

Mr. Pusxar. No. We are not opposed to it, but we think it is im- 
practical, Mr. Hemphill. 7 e 

Mr. Hempnityi. You speak for your association, do you not? 

Mr. Pusxar. That is right. 

Mr. Hemrniit. Your association feels that those who use the first- 
class mail should pay an amount additional, sufficient to subsidize 
second-class mail to take care of it? Is that their view? 

Mr. Pusxar. We do not feel that that is subsidizing. We feel that 
first-class mail will have to pay a premium for the extra, special serv- 
ice it gets. 

Mr. Hemrpuity. That premium will be used to defray the costs in- 
volved in the deficit caused by operating the second-class? 

Mr. Pusxar. It will be used to defray the cost of operating the 
entire Department. 

Mr. Hempuiit. And that would include the subsidy of second-class 
mail, would it not? 

Sir, you are familiar with it and I am just asking you the question. 
TI am sure you understood me. 

If some publication has benefited by contributing $3 million in 
revenue while getting $9 million in benefits because of lesser expendi- 
ture for processing its publications in the mail, then it is heavily 
subsidized to the figure of $6 million; is that not correct? 

Mr. Pusxar. That is true. 

Mr. Hemputi.. If it is not paying its own way, the money has to 
come from some place else; is that not correct ? 

Mr. Pusxar. That is right. 

Mr. Hemepnity. And that is true, not only of second-class mail but 
it also applies to the subsidies to the railroads. I believe there is a 
subsidy of $100 million to the railroads; is there not? 

Mr. Pusxar. I believe that has been eliminated from the cost of 
operating the Department. 

Mr. Hemrnrm. But that has been a subsidy, has it not? 

Mr. Puskar. It has in the past, but not at the present time; not 
railroads. 

Mr. Hempnuty. I would like to know how that was eliminated. 

Mr. Pusxar. I do not believe the railroads received a subsidy for 
some time. I am not familiar with it, but the airlines did receive a 
subsidy, and that has been eliminated from the posal service, as a 
direct subsidy by the Department. 

Mr. Hemrntii. Any premium paid by the users of first-class mail 
would also have to offset the expenses in what is called exempt publica- 
tion ; is that not correct ? 

Mr. Puskar. It could be used in that way. 

Mr. Hempuity. Where else would the revenue come from to defray 
those expenses ? 

Mr. Pusxar. Those expenses are included in the total cost of the 
operating cost of the Department. 

Mr. Hempnity. When you say “could be used,” I am sure you are not 
attempting to evade my question. 
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Mr. Puskar. No; of course not. 
Mr. Hempuity. But it is obvious, is it not, that the premiums would 
pay for the deficits of the other types of mail ? 

Mr. Puskar. That is right. 

Mr. Hempuiiy. We agree on that. 

Now, the next question is: Insofar as the exempt publications are 
concerned, they carry advertising, do they not ? 

Mr. Pusxar. Yes. 

Mr. Hemputu. So that exempt publications are carrying advertis- 
ing, are receiving a contribution, under your theory or proposal of 
raising first-class mail rates, they are receiving a contribution from 
the premium; is that not correct? 

Mr. Pusxar. I did not quite get the question, sir. 

Mr. Hemputiy. This deficit or loss caused by handling what you 
call exempt publications has to be made up by the premiun on the 
first-class mail or from some other source, does it not ? 

Mr. Puskar. That is right. 

Mr. Hempwin. Thank you very much. 

Mr. JoHANsEN. Mr. Chairman. 

The CuarrmMan. Mr. Johansen. 

Mr. JoHanseN. Mr. Puskar, is it not true that, historically, up until 
the last year or two, first-class mail has paid substantially more than 
its cost ? 

Mr. Pusxar. That has been true in the history of the postal service. 

Mr. JonHansen. How long has the gentleman been with the postal 
service? 

Mr. PusKar. 23 years and 4 months. 

Mr. JoHANsEN. Does the gentleman recall a great deal of agitation 
about 15 or 10 years ago about the subsidization of second- and third- 
class mail by first-class mail users, or is that a new discovery ? 

Mr. Puskar. I have never heard it mentioned before this hearing. 

Mr. JowanseNn. I thank the gentleman. 

Mr. Gross. I have just one other question, Mr. Chairman. 

The Cuarrman. Mr. Gross. 

Mr. Gross. Let me see if I understand this correctly. You post- 
masters handle second-class matter on practically the same basis as 
first-class mail, the second-class mail arriving at the post office the 
day before or the same day that it is delivered: is that correct? 

Mr. Pusxar. If it is possible with our manual power to do it. 

Mr. Gross. But you do? 

Mr. Pusxar. We do it in most cases; not always. We do it when 
we can. 

Mr. Gross. In other words, Life magazine or newspapers arriving 
on that day are handled on that day, getting the same treatment that 
is given to first-class mail: is that correct ? 

Mr. Pusxar. That is right. 

Mr. Gross. Thank you. 

The Cuairman. I think you have one other representative, Mr. 
Fixa. 

Mr. Frxa. Mr. Chairman, you have been very patient, you and the 
other members of your committee. I note that time is running heavy 
and we do not want to burden you. 

The CHarrman. You do have another representative, do you not, 
the gentleman here on your right? 
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Mr. Fixa. If you prefer that he read his statement, he can do so, 
but I was going to suggest that he file it. ' 

This is John P. Snyder, postmaster of Oconomowoc, Wis., and vice 
president of our association. 

The Carman. You may proceed, sir. 


STATEMENT OF JOHN P. SNYDER, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF POSTMASTERS OF THE UNITED STATES 


Mr. Snyper. Mr. Chairman and members of the committee, my 
name is John P. Snyder. I am vice president of the National Asso- 
ciation of Postmasters, and postmaster in the small first-class office at 
Oconomowoc, Wis., which is deep in the heart of the dairyland. 

As a postmaster of 23 years, the purpose in presenting this state- 
ment to your honorable committee is to express the feelings of the 
smalltown businessman, the farmer and workers whom we serve. 

It is my observation that the public appreciates the services rendered 
by the Post Office Department. At a meeting of a great farm organi- 
zation, the Future Farmers of America, which I attended, the chair- 
man, in discussing the postal service, expressed the sentiment of that 
body when he said, “We get so much for so little.” As taxpayers, they 
feel the increase in postage is most necessary and they hope this bill 
will become law. 

Knowing the feeling of the taxpayers and the mailing public, the 
executive committee of our association, at a recent meeting, passed 
a resolution supporting Postmaster General Arthur E. Summerfield’s 
request for an increase in postage rates. 

As a postmaster and taxpaying citizen, it is a privilege to appear 
before your honorable committee endorsing H. R. 5836. — 

Thank you, sir. 

The Cuarrman. Thank you, Mr. Snyder. Are there any questions? 

Mr. Frxa. Mr. Chairman, may I have the privilege of filing a state- 
ment by our past president, Mr. Bernard F. Dickmann, postmaster of 
St. Louis, Mo. ? 

The CHarrman. Very well. That will be included in the record. 

Mr. Frxa. Thank you, sir. 

(Statement referred to follows:) 


STATEMENT OF BERNARD F. DICKMANN, POSTMASTER, St. Lours, Mo., AND Past 
PRESIDENT, NATIONAL ASSOCIATION OF POSTMASTERS OF THE UNITED STATES 


Mr. Chairman, members of the committee, I had the privilege of appearing 
before your honorable committee on behalf of H. R. 9228, a bill to increase postal 
rates, on March 15, 1956, and while your committee recommended passage of 
that bill, and it did pass the House by a substantial majority, it failed of a hear- 
ing before the Senate committee prior to the adjournment of the 84th Congress, 
therefore, I would like to file this statement with your committee requesting that 
you again favorably consider the passage of H. R. 5206 now before you. 

The entire subject has been ably presented to you by Postmaster General 
Arthur E. Summerfield and his assistants, and I know the urgency of it is fully 
understood by each member of your committee. Speaking as a postmaster of 
one of the 10 largest post offices in the country, I can truthfully testify that 
unless some relief is given hy the Congress in the way of permission to increase 
postal rates, not only my office, but every post office in the country is going to be 
hampered in its efforts to adequately serve the public in the handling of the 
mail, and the Post Office Department will be greatly hampered in its effort to 
try to live within its budget. 
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Postal rate increases will help to provide better mail service, reduce the huge 
postal losses, and help balance the Federal budget. The postage rates are the 
same today as they were back in 1982, for first-class letter mail—only 3 percent 
greater for second-class mail, and 38 percent greater for third-class mail. This, 
in spite of the fact that everything the Post Office Department buys and uses 
has more than doubled in cost since 1932, just as household and business expenses 
have. It is expected the Department will lose about $650 million in the next 
fiscal year, postal losses since 1945 total more than $5 billion, and not cost the 
taxpayers over $100 million in interest alone on this part of our national debt. 
I believe you will agree these are formidable figures and the actual users of the 
mail, not the taxpayers, should pay for the service they receive. 

Speaking from the local level of my own office in St. Louis, our main post office 
was completed in 1987 and with the vast growth of our community which is far 
spread throughout St. Louis County, even with 45 stations and branches, we find 
it difficult to keep up with the demand for more and more postal service. We 
have been given some assistance in trying to solve our problems by the Depart- 
ment through the installation of conveyor systems, lighting and painting in our 
main office, and increased vehicle equipment, but our facilities are far from 
adequate still to serve this expanded territory, and there are many more needed 
to help us live up to the tradition of the postal service, and many of them would 
be possible through the passage of this bill for increased rates. 

As I told you last year, the city of St. Louis passed a $110 million bond issue 
for urban redevelopment, and the county passed an $87 million bond issue for 
improvements—both are very active carrying out the projects for which these 
bond issues were passed. We are the second largest railroad center in the 
United States, and our city is growing physically, as well as in respect through- 
out the Nation; as a public servant of the city for many years, you will pardon 
my pride in this growth, and my keen desire to have the post office keep pace in 
every respect. Back in 1937 when our main office was built, our receipts were 
around $9 million—today they are nearer $32 million, which is strong evidence 
of our growth. 

Our citizens in St. Louis are aware of the desire of the Department to have 
Congress grant permission to increase the postal rates, and the many with whom 
I have talked personally have offered no resistance, but rather expressed surprise 
that there has been no increase earlier. 

I am asking your committee to recommend the passage of H. R. 5206, permit- 
ting the increase of certain postal rates, which will prove beneficial, not only to 
the Post Office Department, but to every taxpayer as well. 


Mr. Houirterp. Mr. Chairman, may I propound a request for some 
figures to be submitted to the committee later ? 

The Crarrman. Very well, sir. 

Mr. Horirtetp. I ask the Postmaster General to supply me with 
figures corresponding to the figures supplied to Mr. Moss on July 18, 
1953. I have a copy of those figures which I will transfer to you 
later. 

The CratrmMan. Very well. 

(Material referred to follows :) 


Post OFFICE DEPARTMENT, 
ASSISTANT POSTMASTER GENERAL, 
BUREAU OF FINANCE, 
Washington 25, D.C. 
Hon. Cuet HOo.irie.p, 
House of Representatives, 
Washington 25, D. C. 

DEAR CONGRESSMAN Ho.irretp: The Postmaster General has asked me to 
reply to your request of March 21, 1957, concerning costs and revenues for 
certain second-class publications. 

Under the cost-ascertainment system the detailed allocation of expendi- 
tures by accounts, based on field studies and tests, is made to the primary 
classes of mail only. It would not be practicable, in view of the detail and 
expense involved, to maintain cost records in each of the various branches and 


operations of the postal service for the subtypes of second-class mail or for 
particular publications. 
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A separation of the total expenses allocated to second-class mail is made to 
subclasses by processes of computation in order to develop cost figures appli- 
cable to the several types of publications included in second-class mail. These 
data are shown on table 100—-A of the Cost Ascertainment Report. A copy of 
this table for the fiscal year 1956 is attached as statement No. 1. 

Revenue and cost checks of particular publications have been made on a few 
oceasions, generally in response to requests of Members of Congress. The 
cost data for specific publications generally have been obtained by applying 
average cost factors developed for a particular subgroup of publications to 
the volume of the respective publications in terms of pieces, pounds, cubic feet, 
pound-miles and cubic-foot-miles. 

Based on use of average cost factors, the information concerning the five 
magazines you requested has been tabulated and the results are attached as 
statement No. 2. These data were developed based on administrative records of 
revenues, copies, and weights for one issue, and completed in April 1956. For 
the publications issued more frequently than monthly, the revenue and volume 
data were obtained for more than one issue and averaged. Data for one issue 
were extended to a full year on the basis of the frequency of issue of each 
publication. No data are available in the Post Office Department for the last 
quarter of fiscal year 1956. To obtain revenue and cost information for this 
specific period would entail examination of administrative records at all offices 
of original entry and a representative number of additional entry points and 
delivery offices. It is doubtful if this were done that the results would be 
significantly different than the results obtained from the study made in the 
earlier period of 1956. 

We do not have any recent data available in the Department for particular 
daily newspapers, which, as you know, normally use the mails to a relatively 
less extent than magazines. In order to provide this information it will be 
necessary to secure records of their mailings from field post offices. The as- 
sembling and processing of this data would involve considerable expense, but 
it ean be obtained and the information furnished in approximately 4 weeks in 
the event the information contained in this letter is not sufficient. 

The requested information concerning first-class mail for fiscal year 1956 
has been compiled and is attached as statement No. 3. 

I regret the information you requested is not available in exactly the form 
desired, but hope the data herein will be helpful. If we can be of further service, 
please let us know. Enclosed is the mimeographed sheet on which you requested 
these data. 

Sincerely yours, 
Hype GILLETTE, 
Assistant Postmaster General. 
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TABLE 100-A.—Summary of allocations of revenues and costs to classes of mail 
and services, with adjustments necessary to reflect factors not carried in Post 


Office Department accounts, fiscal year 1956 























Nonbudgetary costs of 
revenue additions 
| Allocated 
Mails and services Revenues | budgetary Costs Public Year-end 
expendi- paid by | service |Increased| deficiency 
tures other revenue | costs not 
Govern- | orcost | wholly 
ment factors | reflected 
agencies | (credit) | 
| | 
(1) (2) (3) | (4) (5) (6) 
captain igeraintniinennanatanail Rinmainmanapaeagttl rar | STR ication 
SECOND CLASS | 
Exempt publications é | $5, 158, 081| $58, 678, 561/$3, 149, 540/$2, 144,000) $516, 070/$55, 042, 090 
5 percent or less of advertising | 1,102,189} 10,238,215} 547, 650] 90,013) 9, 773, 698 
Daily newspapers | 14,603,011] 75, 887, 656} 4, 067, 619} 644, 150) 65, 996, 414 
Newspapers other than dailies - - 2, 663,069) 24, 864, 508} 1, 420, 098 222, 633} 23, 854, 170 
Magazines and periodicals 30, 623,162} 95, 429, 000) 4, 949, 707 783, 596] 70, 539, 141 
Agriculture, business, professional, | | | | | 
ete., publications. - - - | 7,186,685) 30, 752,242) 1, 644, 572 266, 785) 25, 476, 914 
Religious, educational, welfare pub- | | 
lications | 199,491} 2,223,459) 128,710 21,326! 2,174,004 
Exempt classroom publications 440, 752 2, 418, 525 113, 408 119, 000 17,950) 1, 990, 431 
Total paid publishers’ second | | | 
class ! | 61, 976, 440) 300, 492, 466/16, 021, 313) 2, 263,000) 2, 572, 523/254, 846, 862 
Transient | 3, 042, 266 3, 910, 892 193, 970 30, 952 1, 093, 548 
Publishers’ returned, form 3579 872, 078 2 (872, 078 
Free in county (second class) 14, 008, 854 835, 936 819, 000 135, 956) 14, 141, 746 
Total second-class mail... 65, 890, 784)? 318, 412, 212/17, 051, 219) 3, 102, 000) 2, 739, 431)}269, 210, 078 
FOURTH CLASS 
Local delivery - | 10, 248, 785) 10, 628, 387 721, 550 92,464; 1, 193, 61¢ 
Zones 1 and 2 }149, 156, 427] 138, 699, 582] 8, 642, 614 1, 069, 10 8, 254, 877 
Zone 3 | 86, 740, 848] 86, 563, 337) 4, 869, 667 598, 757 5, 281, 913 
Zone 4 97, 4570, 439| 97, 400, 363) 4,717, 805 583,582} 6,131, 311 
Zone 5 90, 281,417) 91,251, 779) 3, 672, 472 457,018) 5,099, 852 
Zone 6 41,650, 357| 42, 112, 213] 1, 440, 520 179, 449] 2, 081, 825 
Zone 7 33,016, 680} 33, 068, 897 975, 435 122,120} 1,149, 772 
Zone 8 | 52, 536,203) 51, 185, 351) 1, 355, 494 167, 782 172, 424 
i 
Total zone rates 1552, 201, 156] 550, 909, 909/26, 386, 557) 3, 270, 280 28, 365, 590 
Catalogs (Part 135.12, Postal Man- | | 
ual) 19, 335, 390} 21, 422,911} 1,399, 147 187,998] 3, 674, 666 
Books (Part 135.13, Postal Manual) | 19,909,451} 33, 165, 389) 1, 696, 120/13, 255, 938 217, 764| 1, 913, 884 
Library Books (Part 135.14, Postal 
Manual 679, 716 2, 351, 744} 149, 199) 1, 672, 028 18, 883 168, OR2 
Matter for blind at 1 cent per pound | 11, 413 61, 154 3, 228 49, 741 372 3, 600 
Domestic mail fees | 677, 716 | | (677, 716) 
Total fourth-class mail 4___...._|592, 814, 842|5 607, 911, 107/29, 634, 251|14, 977, 707| 3, 695, 297] 33, 448, 10¢€ 
! Revenue includes $102,354 from second-class application fees 
2 Denotes year-end excess of revenues 
$ Includes apportioned expenditures of $1,225,296 for post office penalty mail, post office registry, and for 
the payroll deduction system 
4 Revenue includes $2,215,779 from special handling service 
5 Includes apportioned expenditures of $895,227 for post office penalty mail, post office registry, and for 


the payroll deduction system. 


NOTE, 


The above segregation of the computed total expenditures chargeable to second class and to forth 
class, and of revenue to zones for fourth-class matter, have been developed by processes of approx 


mation 
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STATEMENT No. 2 


Volume, revenues, and estimated handling costs of selected second-class 
publications based on 1 issue 


{In thousands] 








1 issue 

















§ jee Estimated 
Publication annual 
Postage at Cost of Excess of loss 
Weight Copies present handling | costs over 

| rates postage 
Ladies’ Home Journal. --- | 5, 835 3, 706 | $128 $287 $159 $1, 917 
Collier’s magazine. .-......-.-- | 1, 909 3, 070 | 48 169 121 3, 146 
Life abide ne Dias | 5, 410 4,775 144 | 323 179 9, 310 
Saturday Evening Post--_- | 3, 095 3, 106 67 | 184 117 6, 087 
Reader’s Digest_.......--.---- 3, 829 9, 163 90 438 348 4,172 

| 








Nore.—lIn all eases costs were based on average cost factors computed for a subgroup of publications 
applied to volume data for each publication, and not on individual traffic studies and cost factors attributable 
to each specific publication. 

Source: Post Office Department, Bureau of Finance, Division of Cost Analysis, Cost Ascertainment 
Branch. 


STATEMENT No. 3 


Summary of allocations of revenues and costs for first-class mail with computa- 
tions necessary to reflect factors not carried in Post Office Department 
accounts, fiscal year 1956 

[Millions of dollars] 























| | | 
| Nonbudgetary cost | 
| |} or revenue addi- | | 
| | tions | |Estimated 
| Allocated | ey eS | Year-end | realloca- | Adjusted Defi- 
| Total |budgetary jexcess (+); tionof | costs for ciency 
revenues | expendi- | Costs | or defi- | costs for | revenue | in reve- 
| tures paid by | Increased} ciency |intangible| require- nues 
| other |costsnot| (—) | factors! ments 
| | | Govern- | wholly | 
| ment reflected | 
agencies 
| 
Lan eee |———} 
Nonlocal letters and 
sealed parcels | $636.8 | $605.9 $33. 8 $5.8 | $8. 7 $216.9 | $862.4 $225. 6 
Local letters and | | 
sealed parcels... ..- | 307. 4 276.4 16.5 2.9 211.5 | 99. 4 395. 2 87.8 
Postal and post | 
cards 65. 6 95.7 5.5 1.0 36. 5 ie 102. 2 36. 6 
Domestic mail fees_ - 3.8 | : OSB Hsia . : 23.8 
Total, first | | 
class | 1,013.6 978.0 55.8 9.7 29.9 316.3 1, 359. 8 346. 2 
| \ 





' Reallocation of cost for ratemaking purposes to recognize intangible premium and preferential service 
factors for first-class mail. 
2 Excess of revenue over costs. 


Source: Division of Cost Analysis, Cost Ascertainment Branch, Post Office Department. 
The CHatrman. Mr. Gravitt, will you come forward now, please? 


STATEMENT OF C. B. GRAVITT, JR., SECRETARY AND LEGISLATIVE 
REPRESENTATIVE, NATIONAL LEAGUE OF POSTMASTERS OF THE 
UNITED STATES 


Mr. Gravirr. Mr. Chairman and members of the committee, for the 
record, my name is C. B. Gravitt, Jr., secretary and legislative repre- 
sentative of the National League of Postmasters of the United States, 
representing postmasters from fourth-, third-, second-, and first-class 











90 READJUSTMENT OF POSTAL RATES 


post offices, with headquarters here in Washington at 1110 F Street 
NW. 

I appreciate the opportunity of appearing before this distinguished 
committee in behalf of postmasters of our great Nation. 

The Postmaster General and the Deputy Postmaster General are to 
be commended for their factual and impressive statements made 
before this committee on Tuesday, pointing out the urgent need for 
increased postage rates. The National League supports the rate in- 
creases proposed in H. R. 5836, the postal rate bill. 

We feel the Department is doing business on a 1932 rate basis with 
1957 costs. First-class letter rates are the same today as they were 
back in 1932. It sounds rather fantastic and is most difficult for our 
members to understand. 

While visiting various sections of the United States I have talked 
with many of our postmaster members, and they have indicated a 
willingness on the part of many of their patrons to pay increased 
postal rates. 

We have held conferences with Department officials concerning 
section 108 of H. R. 5836, and have been assured that no postmaster 
will have his salary or allowances reduced due to the operation of this 
section. We appreciate the phraseology identical to our protection 
recommendation being added to the bill in the following language: 

Nothing contained in this section shall operate to decrease the compensation 
or allowances in effect immediately prior to January 1, 1958, for postmasters 
and other employees in the postal field service on such date whose compensation 
or allowances are based upon the annual receipts of such offices. 

Following line 24, on page 9, we recommend adding the following 
sentence: 

Further, it is provided specifically that any drop in revenue resulting from the 
application of the new postage rates shall not serve to lower the class of any 
post office, salary level, or step for any postmaster. 

We feel the 80-percent restriction is too heavy and that it should 
be more liberal, therefore, 85 percent or more would be more liberal. 

The following information indicates that 82 percent would be closer 
to the actual revenue increase proposed : 


Fourth-class post offices revenues for salary purposes, fiscal year 








ca ca ae ee ra $10, 480, 000 
Computed increase from rates under H. R. 5836_..-------___---_-- 2, 324, 000 
EE A ET 12, 804, 000 
Receipts for salary purpose after 80 percent adjustment_________~_ 10, 243, 200 
Actual adjustment indicated under H. R. 5836_._..__-___ percent__ 81.85 


We realize that in many cases bills are changed before they actually 
become law and if further changes are made in H. R. 5836 we ask 
members of the committee to make the necessary adjustment or modifi- 

cation of the salary restriction. 

We urge that postage rates be increased as proposed in H. R. 5836, 
and again I want to thank you for affording me the opportunity to 
appear before the committee in behalf of the National League of 
Postmasters. 

The Cuarrman. Are there any questions? 

Mr. CreperserG. I have just one question, Mr. Chairman. 

The Carman. Mr. Cederberg. 

Mr. CepverBere. Do you put out a monthly magazine, Mr. Gravitt? 
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Mr. Gravitr. Yes; we do, Congressman. 

Mr. CepERBERG, How many copies do you send out? 

Mr. Gravirr. We send out anywhere from 25,000 to 27,000 monthly. 

Mr. CrepersBerG. I asked the previous witness that question so I 
thought I would ask it of you. 

Mr. Gravitr. Yes. 

The CHarrmaNn. Tomorrow we will first hear three witnesses and 
hope they will not take too long. Then we will have the Postmaster 
General and the Deputy Postmaster General, who will be back for 
questioning by the committee tomorrow morning. 

The committee stands adjourned until 10 a. m. tomorrow morning. 

(Thereupon, at 11:50 a. m., the committee recessed to reconvene 
at 10a. m., Thursday, March 21, 1957.) 


S9T7T8S—57 7 











READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


THURSDAY, MARCH 21, 1957 


House or REPRESENTATIVES, 
Com Tree ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 
The committee met at 10:25 a. m., pursuant to recess, in room 213, 

Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuarrmMan. The committee will be in order. The hearmg will 
be resumed on H. R. 5836 and H. R. 5839, to provide increases in 
postal rates. 

The first witness is Mr. Hulick. 

Mr. Porrer. When are we going to have an opportunity to examine 
the Postmaster General and his deputy ¢ 

The Cuarman. The Postmaster General and his deputy are over 
before the Senate committee this morning. They will not be through 
before 11 or 11:30 this morning. We may have to have them before 
us some other time. 

However, they will be available for any cross-examination that the 
committee members wish to conduct. 


STATEMENTS OF RAY L. HULICK, PRESIDENT, AND JOHN W. 
EMEIGH, SECRETARY, NATIONAL RURAL LETTER CARRIERS 
ASSOCIATION 


Mr. Hutick. I am accompanied this morning by Mr. John M. 
Kmeigh, our secretary. 

My name is Ray L. Hulick. I am president of the National Rural 
Letter Carriers Association. We maintain our headquarters at 1040 
Warner Building, 13th and E Streets NW., Washington, D. C. 

We have a national membership of more than 36,000, which includes 
almost 30,000 rural carriers or more than 90 percent of all regular, 
classified rural carriers of the Nation. The remainder of our member- 
ship is composed of retired, temporary, and substitute rural carriers. 

This association has long supported the principle of fixing postal 
rates at a level which would bring the receipts of the Post Office 
Department more nearly in line with the operating expenses incurred 
for providing the service. 

We testified in support of legislation embodying the recommenda- 
tions of Postmaster General Donaldson before this committee during 
the Ist session, 82d Congress. 
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Last year we appeared again before this committee in support of 
legislation proposing increased rates. 

Our national convention in Louisville, Ky., during August 1956, 
unanimously adopted a resolution supporting a fair and reasonable 
postage-rate increase. We are pleased to carry out this mandate and 
welcome this opportunity to appear before this distinguished com- 
mittee to express the opinion of our membership. 

The factual data which have been presented by Postmaster General 
Summerfield and his staff make available to the committee quite con- 
clusive evidence of the great need of postal-rate revisions. 

There will undoubtedly be much additional testimony during these 
hearings on the legislation under consideration. It is quite unlikely 
that any proposal in connection with upward revision of postal rates 
will meet with unanimous opinion and agreement. The issue, however, 
and the urgent need of additional operating revenue merits prompt 
action. of this committee and the Congress. 

There is one fact on which there can be no disagreement, It is crystal 
clear that the costs of operation have mounted just as all other indus- 
trial, business, and governmental costs have gone up. 

The Post.Office Department cannot meet the inflationary cost spiral, 
cope with the expanding economy, or provide the necessary service 
for our growing population without increasing the dollar outlay. 

The only issue then rests on the question of whether or not the user 
of the mails should be assessed the proper, reasonable rate for the serv- 
ice he receives, or shall John Doe taxpayer carry the burden for those 
who use the mails? 

Due to the business nature of many services rendered throughout 
the Postal Establishment, we do not believe that the general taxpayer 
should suffer this cost of rendering a service to those who use the mails 
for profits and commercial purposes. 

The 32,000 rural letter carriers of this country daily travel more 
than 114 million miles of the highways and byways of this Nation 
to render a complete postal service to more than 35 million of our 
citizens. 

The very nature of our service brings us in close contact with the 
rural and suburban population of this country. Our membership 
reports in our meetings and conventions that their intimate contact 
with the American public discloses that our citizenry has long ago 
acknowledged the fact that their postal service is a bargain among 
bargains. 

It is reported that the question is frequently asked as to how we 
could have gone so long without increasing the cost of sending a letter. 
Following the passage of a rate bill in the House last session, we re- 
ceived many reports that rural patrons were affixing 4 cents to their 
letters believing that the change had actually be effected because of 
the House action. 

The only logical conclusion we can draw from these many reports 
which come to us through these grassroot sources would be that the 
American citizens, who desire to have and maintain the best possible 
mail service, recognize the need for a rate increase now and are willing 
to pay for it. 

This association has not in the past, and we do not now, subscribe to 
the theory that proper and moderate increased rates which merely re- 
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flect actual increased costs of the total opeartion, will destroy the value, 
benefits of service aspects of our complete postal facility; nor that it 
will work to the disadvantage of its users or the general public. Every 
utility, every service, and every busi must “necessarily gear. their 
costs to the expense of producing or furnishing their product or service. 

This is true even in our complete Government operation which must 
finally secure its dollars from taxation. The delaying of payment 
through deficit operation only adds a greater cost. This staggering 
deficit is viewed with alarm by many citizens due to the growing tax 
burden it is placing on the general budget of the Government and 
thereby on the taxpayers of the Nation. 

We believe that the rate proposals as set forth im H. R. 5836 have 
been carefully evolved, are sound and are a resonable approach to the 
solution of this perplexing deficit problem. 

We trust that this committee in its good judgment based on the 
testimony and statistics submitted will either report out H. R. 5836 or a 
bill incorporating other adequate rate revisions. We feel absolutely 
certain that the postal service made available would remain one of the 
biggest bargains in the budget of postal patrons as well as an outstand- 
ing ‘bargain to the commercial users of our mails. 

The CuatrMan. Are there any questions / 

Mr. Lesinski. Mr, Chairman, I have one. 

Is it not true that rural carrier service on so-called post roads is run 
a deficit 

In other words, it costs the Department more than it collects? 

Mr. Huuick. Actually, sir, I believe the revenue originated by the 
rural service or postage paid on mail which is sent to the rural delivery 
service actually generates more revenue than it takes to operate that 
service. 

Mr. Lestnski. In 1794, Congress established that the Post Office 
should be pay-as-you-go, but service comes first. 

They established that post roads are nec essary to furnish mail com- 
munication to county towns which have no mail and are exempt from 
paying their own way. 

Now, in a business, a typical example is American Motors today, 
where Mr. Wolfson says they ought to do away with the production of 
automobiles with the exception ‘of the Nash Rambler and the Nash 
Kelvinator line which makes the most. money. 

Can the Post Office Department operate in the same way as a 
business ¢ 

Mr. Huticx. They could if the rates were established to do that. 

Mr. Lestnskr. In other words, you are saying to a degree we could 
make all the services pay their own way ¢ 

Mr. Huuick. I don’t believe you can consider a part of the delivery 
service unless you consider the whole. 

Mr. Lesinski. In other words, when you say that the Post Office 
Department should operate as a business, you are contradicting your- 
self ¢ 

Mr. Huticx. If you would set aside as an example this one town 
in the county and say you have to operate that as a business and we 
did not have, say, the rural delivery services or the delivery service in 
another section of the county, the patrons of that town could have the 
service for mail delivery, then you would not generate the amount of 
revenue in that town. 


as 
— 
—_— 
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It is a fact that you have a delivery service throughout the United 
States that makes it possible to generate the revenue in your centers 
of population. 

Mr. Lezstnsxi. I am not going to disagree with the gentleman. The 
terminology has been used “that the Post Office Department should be 
operated as a business. It is strictly contradictory in what you have 
said as a matter of service to the public. There is a vast difference 
between service and business. 

The Cuatrman. Are there any other questions ? 

Mr. Hemputiin. Mr. Hulick, I notice you endorse the rate provisions 
of H. R. 5836. Do you also endorse the policy provisions ? 

Mr. Huticx. Yes, sir; basically, we do. 

Mr. Hempuiy. You have read the bill, of course ? 

Mr. Hutick. Yes, sir. 

Mr. Hempniy. You do think it is proper and necessary at this time 
that we have a postal policy? Is that the opinion of your organiza- 
tion ? 

Mr. Hutick. Well, the organization in its mandate does not attempt 
to set itself up as experts in the field of postage rates or postal policy 
insofar as rates are concerned. We do feel that there should be a 
determination by the Congress of a more reasonable rate structure, 
more reasonable in relationship to the amount of expenses incurred 
by the Department. 

Mr, Hempntii. Maybe you did not understand my question. The 
question was, Since you are the people who are delivering the mails, 
as I understand, do you think that it would benefit the public at 
large, as well as the Post Office Department, if a policy was definitely 
established ? 

Mr. Hutick. Yes. 

Mr. Hempuitt. In examining the rates that you endorse here were 
there any rates that you and your organization studied that you would 
not. disagree with ? 

Mr. Hunick. We have not tried to set ourselves up to make a deter: 
mination as to what the rates should be. We think the rates as con- 
tained in this bill are a basis for this committee to work from, to 
establish a reasonable increase. 

Mr. Hemrnm.. If I understand you correctly, sir, you do not en- 
dorse the rates, per se, that is of themselves, you just say you think 
there should be some adjustment ? 

Mr. Hurick. Yes. 

Mr. Hempatin. And this isa step in the right direction ? 

Mr. Huticx. Yes. 

Mr. Hemrniti. Then you go on to say that your organization be- 
lieves every utility, every service, every business must necessarily gear 
their cost to the expense of producing or furnishing their produc t or 
service, vour organization goes on record as believing that; is that 
right? 

Mr. Hotrick. Yes, sir. 

The Cuarmman. Mr. Porter. 

Mr. Porter. Mr. Hulick, I know you just told Mr. Hemphill that 
vou believe these rate proposals are generally sound. In your state- 
ment you say you believe they have been carefully evolved, are sound, 
and are a reasonable approach to the solution of this perplexing prob- 
lem. 
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Are you altering that testimony by what you told Mr. Hemphill? 

Mr. Hunicx. I don’t believe so. 

Mr. Porter. Are you aware of the fact that in the deficit of this 
year 6 percent is the result of the operation of first-class mail. Did 
you know that ? 

Mr. Huuicxk. Yes, sir. 

Mr. Porrer. Are you also aware that in the rate bill which you say 
is sound and reasonable approach 66 percent of the increase comes out 
of the first-class-mail users? Do you think that is sound and reason- 
able ? 

Mr. Huuicx. It follows the historical policy that has been estab- 
lished. 

Mr. Porter. My question is: Do you think it is sound and reason- 
able ? 

Mr. Huuicx. Insofar as that historical policy has been established. 

Mr. Porter. In other words, you are willing to tax the first-class- 
mail user for the benefit of the other departments of the post office? 

Mr. Hutick. When you increase the first-class rates and they are 
not at the present time paying their way, it certainly would seem 
you would have to increase them at least 1 penny. 

Mr. Porter. You could not see a half cent ? 

Mr. Hutick. No, sir; not as a practical measure. 

Mr. Porrrr. In other words, you think you would have to increase 
it 1 cent, even though it is just a 6 percent deficit now, you are will- 
ing to have 66 percent of the revenue come out of the first-class-mail 
users, that is perfectly satisfactory to you ? 

Mr. Huuicx. If that was the determination of the committee it 
would be satisfactory to us, certainly. 

Mr. Porter. You are recommending that to us? 

Mr. Houick. We feel in line with the answer to Mr. Hemphill that 
the postal policy should be established by this committee. 

If it is not going to be changed then it would seem to us it would 
be a fair approach. 

Mr. Porrer. Do you think it would be a fair approach to have the 
second- and third-class mail pay their way ? 

Mr. Honick. Yes, sir. 

Mr. Porrer. In other words, you really don’t care which depart- 
ment pays. You think there should be a rate increase and it is up to 
us to decide which is the first way. 

Mr. Huticx. Yes, sir. 

Mr. Porter. You do not think necessarily the provisions in 5836 
are carefully evolved and sound ? 

Mr. Huuicx. We think they are, sir, based on the policy established 
by Congress. 

Mr. Porrer. Going back to the deficit in the first-class mail, you 
are familiar with the fact that rural free service does not make money 
for the Post Office, I suppose. 

Mr. Houuitcx. We challenge that, sir. 

Mr. Porrer. It is not supposed to make money; is it? 

Mr. Hunicr. It actually does. 

Mr. Porrer. The rural free service does? 

Mr. Huuick. Yes, sir. If you consider the amount of postage gen- 
erated by the fact that you have those services. 

Mr. Porter. True, in other relationships. 
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Are you familiar at all with the effect even on the 6 percent deficit 
in first-class mail I just referred to of prorating back public service 
functions of the Post Office such as rural free service and, say, the 
maintenance of fourth-class offices that do not pay their own way ¢ 
Are you familiar with that kind of reasoning ? 

In other words, I am trying to say that the 6 percent may not be 
the real deficit at all so far as first-class mail is concerned. 

Mr. Emeicn. Mr. Porter, in considering this so-called deficit por- 
tion that might be assigned to the rural free delivery, we prefer to 
drop the word free, but the rural delivery service, if you consider the 
delivery service as a whole, there are some very important facts. 

The first is that city delivery service as a comparison only provides 
service in 5,100 post offices in this country. 

Rural delivery service provides service out of almost 17,000 post 
offices. 

The city delivery service delivers mail to slightly in excess of 35 
million families. 

Rural delivery serves approximately 10 million families. 

That is about 28.7 percent rural as compared to city. 

If you analyze the salary costs alone of providing that delivery serv- 
ice between city and rural, you will find that the cost of delivering to 
the rural family on the basis of salaries alone is slightly less than the 
cost of delivering to a city family. 

On that basis we cannot agree that rural delivery service is a losing 
operation in this overall department. 

Mr. Porrer. There are other factors, are there not, sir? 

Mr. Emeien. There can be other factors involved. 

Mr. Porter. Congress meant to favor people who live in remote 
sections to see that they got the service / 

Mr. Emeieu. That is right. That also brings out a very important 
point. 

The reason that it probably was referred to as “free” is the fact that 
the tremendous amount of manpower involved to render a service 
in the early days due to roads and so forth, required tremendous per- 
sonnel force. 

But that has been drastically cut. It has been cut more than ap- 
proximately 15,000 personnel to do the service. 

Mr. Porrer. I appreciate having this information. However, the 
point of my remarks was directed at the 6- percent loss in first- class 
mail. I was seeking to see whether you had actually looked into the 
soundness of this bill in terms of putting most of the weight of the 
increase on first-class mail rather than on second- and third-class mail. 

I concluded you have not gone into that and want the committee 
to decide about that; is that correct ? 

Mr. Emeicu. That is possibly one viewpoint of it. But our intent 
in our testimony this morning is that the deficit does exist and the total 
mail services in some way should be assessed the cost to bring it more 
nearly to the total cost of operation of the services. 

We believe that a part of the fairness for assessing the cost on first- 
class mail is first, as Mr. Hulick pointed out, due to the historical fact 
that it has been so. 

Secondly, we believe that it is probably the only practical solution 
because if we attempted to have each class pay its way, which probably 
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would be desirable, I am afraid that we would disrupt many businesses 
and services by such huge rate increases on that particular class at 
this time. 

Mr. Porrer. You personally are not affected by the argument that 
it is not fair to charge the first-class users for the losses in the other 
departments ? 

Mr. Emeten. I don’t see where it is unfair if the total cost is re- 
quired to do the operation. 

Mr. Porrer. You think the fact that 6 percent of the loss is now 
attributed to first-class mail, but 66 percent of the revenue comes 
from first-class mail does not disturb you at all ? 

Mr. Emereu. It does not disturb me since it appears to be the only 
practical solution. If there is a better solution we are for it. 

Mr. Rees. There are a few rural routes that carry mail for 3 days 
a week, but not many. 

Mr. Emeicu. Not many. 

Mr. Rees. Is it not your opinion that we would not be delivering 6 
days a week on rural routes if it were not for taking care of first-class 
mail’ Is that not first-class mail the thing that urges the need of 6 
days a week on rural routes ¢ 

Mr. Emeien. That, sir, and I would also add the tremendous value 
to the rural patron of receiving his daily newspaper, but the first-class 
does come first just as indicated. 

The Cuarrman. Mr. Gross. 

Mr. Gross. If the question has been asked and answered please say 
so, and I will read it in the record. 

I call your attention to section 109 of this bill. It provides that: 

Hereafter amounts contributed by the Post Office Department, civil-service 
retirement and disability fund, shall be considered as a cost of providing postal 
service for the purpose of establishing postal rates. 

Do you agree with that provision ? 

Mr. Emeien. Yes, Mr. Gross. 

Mr. Gross. What other department or agency of Government that 
charges fees for services performed is operated or would be operated 
on the same basis ? 

Mr. Hurick. We don’t have that information. I rather doubt if 
there would be any of them. 

Mr. Emricu. It would not be unless the law was changed to make 
it applicable to them. 

I believe the retirement law is exempted. I am not certain about 
that. I cannot answer it. 

Mr. Gross. You support this provision in the bill that provides 
that the criteria used here, that is the amount assessed against the Post 
Office Department for payment of civil service retirement and dis- 
ability, should be used in meeeting the cost of postal rates as a basis for 
computing the cost. 

Mr. Emeien. It is in the final analysis, Congressman Gross, a 
cost which does come about through the operation of the postal 
service. 

If in the opinion of the Congress it should not be there, we as em- 
ployees, would have no objection to not having it there. 

But since it is a cost to the citizens as a whole, and it does arise 
out of the fact that you do need employees in the postal service to carry 
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out the service performed, we believe the cost should be a part of the 
operation. 

Mr. Gross. Do you think the compensation of postal workers should 
be predicated upon postal rates ? 

Mr. Emeicnu. No, sir. 

Mr. Gross. If I may say so, I think you are trying to have it both 
ways in this case. 

The CHamman. Mr. Cederberg. 

Mr. Ceperserc. If the Congress in its wisdom in 1932 thought it was 
worth 3 cents to mail a letter, do you think it would be unwise in view 
of the situation that exists in 1957 to decide that it was worth 4 cents 
to mail a letter ? 

Mr. Huricx. On a comparative basis, certainly costwise between the 
2 periods, it would be a bigger bargain today at 4 cents. 

Mr. CrperserG. Is it worth 4 cents to you to mail a letter ? 

Mr. Hunicx. Yes, sir. 

Mr. Ceperserc. Do you feel that the individual citizen of the United 
States, in view of the fact that they only send about 25 percent of the 
first-class mail and that business and commercial houses send 75 per- 
cent and that the largest percent of the deficit is made up by the in- 
dividual taxpayer, that he should subsidize the other first-class users 
of the mail ? 

Mr. Houxicx. No, sir; I do not feel he should. 

Mr. Ceperserc. And inasmuch as the first-class mail is losing money, 
and I contend that it is, is there any other way to do, but to raise it from 
3 to 4 cents? You have to go from 3 to 4. You could not go from 
3 to 3.2 cents, or 31% cents. 

Mr. Huricx. Notas a practical matter. 

Mr. Ceperserc. Do you believe we can do anything about the postal 
deficit unless we face the issue of first-class mail head on ? 

Mr. Hutick. I believe that is true, sir, if we are going to follow 
the historical policy that we have in the past. I believe that will be 
the logical conclusion. 

Mr. Ceperserc. Do you believe there has been a historical policy set ? 

Mr. Hoticx. I do. 

Mr. Crperserc. And that Congress already recognizes that the 
policy exists through rate structures it has approved in past years ? 

Mr. Huuicx. It appears that way to me. 

Mr. Crperserc. So in talking of doing anything further about 
policy would merely delay an already overwhelming deficit that you 
as an individual taxpayer have to pick up ? 

Mr. Hurick. It might. 

The CuHatrman. Mr. Santangelo. 

Mr. Santaneevo. Mr. Hulick, in your statement on page 1 you 
stated that: 

We testified in support of legislation embodying the recommendations of the 
Postmaster General Donaldson in the 82d Congress. 

Do you recall whether or not the Postmaster recommended an in- 
crease in the rate in second-class mail ? 

Mr. Hutick. Yes; he did. 

Mr. Santanceto. Do you know to what extent he recommended 
increases ? 

Mr. Hutick. As TI recall, I believe it was a 60 percent increase over 
a 3-year period. 
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Mr. SAn'raNGeLo. I have before me on page 6 of last year’s report, 
the statement that Postmaster General Donaldson recommended a 70 
percent increase for second-class mail. 

Did your organization approve the recommendations of Donaldson 
recommending a 70 percent increase in the rate of second-class mail ? 

Mr. Hunickx. We did the same as we are doing now. We recom- 
mended that the rates be revised upward. 

Mr. SAnTANGELO. That is not the answer to my question. We are 
talking about rates for first-, second-, and third-class mail. We are 
trying to find out what rates we shall fix or impose. 

You said in your statement that you supported the recommenda- 
tions of Postmaster General Donaldson. 

Mr. Huuick. In the 82d Congress. 

Mr. San'tancevo. In connection with this particular bill he recom- 
mended a 70 percent increase with respect to second-class mail. 

Did your organization support that position, or does it support the 

15 percent increase which is the first increase on second-class mail as 
embodied in this bill ¢ 

Mr. Huuicx. Again we feel that should be determined by the com- 
mittee, the amount of increase. 

Mr. Sanrancevo. In other words, and I want to be fair with you 
as I want to be with all witnesses, you are not approving the specific 
rate increase, but you are approving the general principle that rate 
increases should be made in order to eliminate the deficit ? 

Mr. Hunick. Yes, sir. 

Mr. Sanrancero. You say that the Congress and this committee 
should fix the rates which they think is reasonable ? 

Mr. Huuick. Yes, sir. 

Mr. SanranceLo. You are not advocating any specific rates for the 
first-, second-, or third-class mail ? 

Mr. Huuick. No, sir. 

Mr. SANTANGELO. You mean yes, sir, you are not advocating ? 

Mr. Hutick. We are not. advocating any specific rate. We think 
they should be fixed by the Congress. 

The Cuarrmman. Mr. Hemphill. 

Mr. Hempnity. Does your organization have any policy or any 
statement with reference to fourth-class mail ? 

Mr. Huticx. No, sir; that has been in the hands of the commission 
for several years. To my knowledge in the last 4 or 5 years we have 
not had a statement of policy. 

Mr. Hemrenity. Does your organization have any policy statement if 
that is returned to Congress as to what should be done? 

Mr. Hurick. We have no mandate on that. 

Mr. Hempeniiu. Do the rural letter carriers, sir, have a manual to 
go by / 

Mr. Hvurick. We do not at the present time have a separate manual. 
Mr. Hempniii. The Post Office Department issues no manual? 
Mr. Hurick. Not at the present time. They are preparing a manual 
‘handbook for rural carriers. 

Mr. Hemreniiy. You have no manual at this time ? 

Mr. Hvuuick. No, sir. 

Mr. Hempricty. Thank you, sir. 

The Cuarrman. Mr. John S. Coleman, president of the Chamber of 
Commerce of the United States. 


0 
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STATEMENT OF JOHN S. COLEMAN, PRESIDENT, CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Coteman. Mr. Chairman, ladies and gentlemen of the com- 
mittee, I am John S. Coleman. In business life I am president of the 
Burroughs Corp., Detroit, Mich. 

I am appearing here today as president of the Chamber of Com- 
merce of the United States. 

The chamber supports the objectives of both title I and title II of 
- R. 5836—that is, the objectives of rate increases provided in title 

T and the declaration of policy in title II. 

One of the cardinal principles underlying the chamber’s position 
on postal rates is that the postal service should be placed on a self- 
supporting basis. 

We note that the revenues expected to result from this bill, the first 
year, will fall about $200 million short of this goal. 

In supporting the bill, we do so recognize that rate adjustments 
sufficient to bring the postal-service budget into immediate balance 
might cause serious disruptions to large segments of business users of 
the mails. However, we do think increases should be programed in this 
legislation for subsequent years adequate to produce revenues approxi- 
m: ating expenses. 

Parenthetic: ully, you may be interested in the reaction of the business 
public to postal rate increases as we found it on the recent national 
chamber Aircade, On this Aircade, a flying squadron of top ¢hamber 
officials, including myself, conducted 1- day legislative clinics in each 
of 12 principal cities strategically located throughout. the entire 
country; 8,000 businessmen, from 800 communities, attended. ‘The 
purpose was to alert our members to the importance of major legisla- 
tive issues, to discuss the impact of these issues on jobs, and on the 
maintenance of an expanding economy. ; 

One of the subjects under review was the question of an increase in 
postal rates to help balance the Federal budget so essential to the 
economic security and welfare of all our citizens. 

After a thorough discussion of this matter a show of hands vote 
was taken in each of the 12 cities as to those favoring increases .in 
postage rates with an almost unanimous return in favor of so doing. 

I am convinced the business community of America, representing 
both large- and small-business concerns, is in favor of financial com- 
monsense as regards the operations of the Post Office Department. 
Business overwhelmingly endorses the need for postage rate increases 
to put the department's s Operation on a pay-as-you-go basis, which is, 
after all, the traditional American way of doing things. 


RATEMAKING FACTORS 


While the chamber wishes to express its general support for this pro- 
posed legislation, we wish also to call your committee’s attention to 
certain deficiencies we see in it as a guide to postal-rate making. 

Briefly, with respect to rate making factors, it is the viewpoint of 
the business ¢ ommunity that— 

The postal service is fundamentally a public service and i 
should be operated on a nonprofit, self-supporting basis; 
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Rates should be set at levels which yield total revenues approxi- 
mately equal to total costs. 

In setting rates on various classes of service, due consideration 
should be given to the cost of providing the service, and to such 
factors as “preferment and deferment given the various classes 
of mail, as well as the value of the service to the patron. 

Charges for parcel post service particularly should be sufficient 
to cover all costs incurred by the Government in the performance 
of this service. 

In arriving at these conclusions, the chamber has given primary at- 
tention to broad principles of postal- ‘ate making in general, rather 
than to specific rates on the various classes of mail. In studying this 
matter, it was apparent that it would be impossible for us intelligently 
to recommend precise rates. 

As mentioned, however, we do feel strongly that rates should be set 
so as to bring in revenues sufficient to meet. the full costs of the postal 
service. 


STUDY GIVEN TO SUBJECT 


In its study of this question, the chamber has had the benefit of an 
advisory panel representing the users of all classes of mail. Some of 
the country’s most knowledgeable people on the subject. participated. 
The panel studied the reports of the Post Office Department and of 
the advisory council to the Senate Post Office Committee, as well as 
testimony presented before your committee. It reported to the 
chamber’s transportation and communication committee, which pre- 
sented its recommendations to the board of directors and to the 
membership. The latter voted upon them favorably in annual meet- 
ing last May, just after hearings before your committee were closed. 

I recite this procedure to assure you that our recommendations have 
received thorough study by a broadly representative organization of 
businessmen. 

Parenthetically, I should say that this does not mean that all mem- 
bers of these groups approve of all the recommendations. A majority 


did. 


NEED FOR RATE INCREASES 


We agree that postal rates should be increased at this time because 
it is obvious to us that this is the only logical course by which we can 
correct the trend of larger and larger postal deficits. Deficits in postal 
operations have been the order of the day, not as large as now con- 
templated to be sure, but in the hundreds of millions “of dollars, for 
over 10 years, 

In the interest of fiscal responsibility in Government and fairness 
to the taxpayer, we believe this burden should be transferred where 
it rightly belongs—to the users of these services. 

The postal service, unlike most other services of the Government, 
should not be supported by taxing the general public. The broad 
services rendered by other Government agencies do not generally lend 
themselves to identification at the level of the indiv idual taxpayer. 

This is to say that there is no way to relate the cost of the services 
performed by the Department of Commerce or the Bureau of the 
Budget to any particular user because of the general nature of the 
service. 
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On the other hand, the individual use made of the postal service is 
largely measurable. Therefore, the costs for providing postal service 
can be distributed with far greater equity than for general Government 
services by basing it directly on the amount it is used. There is no 
fairer way of distributing the cost of Government service than by 
charging the user in proportion to the extent he makes use of it. 


PRINCIPLES OF RATEMAKING 


We agree enthusiastically that a specific set of principles should be 
enacted to serve as a guide to Congress in its ratemaking function. 
Broad guideposts of this nature will permit business users of the mails 
to plan for the future with more certainty than in the past. A proper 
start toward this objective is made in the declaration of policy in 
title Il of H. R. 5836. The chamber subscribes to those prineiples 
which would: 

1. Set postal rates, and charges for special services, at levels 
which yield the Post Office Department total revenues equal to 
total costs and 

2. Give due consideration to— 

A. The cost of the service, and 
B. Such factors as preferment and deferment of service, 
and the value of the service to the patron. 

These are factors which have stood the test of experience for rate- 
making purposes in various types of business having a public interest. 
They are commonly accepted by the Interstate Commerce Commission 
and the several State regulatory commissions. 

In connection with preferment and deferment of service, we find 
that post-office regulations call for— 

Incoming first-class mail being sorted immediately: outgoing 
within 15 minutes of postmarking, and delivery of incoming on 
the first trip after sorting: 

Incoming second-class mail to be sorted “as soon as possible” 
with delivery not later than the second trip after receipt, and out- 
going to be dispatched within 24 hours; but 

Newspapers and news magazines published at least once a week 
and accorded second-class rates receive the same treatment as 
first-class mail, and periodicals received by an agreed upon date 
are delivered on an agreed date: 

Third-class normally is to be delivered not later than the second 
delivery after receipt. 

The priority given the various classes of mail under these regula- 
tions, we believe, presents a fertile field for a reappraisal of rates based 
on the type of service actually offered. We call attention specifically 
to the provision made for publications to receive the same premium 
treatment given first-class mail at second-class rates. 


PUBLIC SERVICE ASPECTS 


We believe another element injected into ratemaking by title II of 
H. R. 5836 should be more clearly defined. This is the reference to 
“service having public service aspects”—found on page 16, beginning 
on line 12. 
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This could refer to such service as free mail to the blind or free in- 
county newspapers. 

It also could mean the special exemption certain types of nonprofit 
organizations have received from recent increases in second- and third- 
class-mail rates, and by which they would continue to be favored 
by this bill. 

Or, it could embrace a discount for second-class on the theory that 
publications have a value, in the dissemination of intelligence and ad- 
vancement of education and culture, that should be reflected in their 
postage ‘ates. The intent of Congress in this section should be made 
clear 

If. “for ex cample, the Congress wants mail for the blind to be carried 
free, that should be considered a public service provided for the blind, 
and it should be a charge to the genéral taxpayer rather than on the 
user of the mails. 

Whether Congress should give reduced rates of postage to the eight 
categories of nonprofit organizations now so favored, is a matter upon 
which the chamber has no recommendation. 

However, if this practice is to be continued, we believe Congress 
should, as H. R. 5836 would provide, appropriate funds directly to the 
Post Office Department covering the revenue foregone so that the re- 
sulting loss does not become a burden on other mail users—-it is also 
noted that H. R. 5206, which your committee has held hearings on this 
session, would accomplish this same result more specifically. We 
should like to now add our endorsement to this measure. 

The Crairman. I might say, at that point, this committee already 
approved that legislation and it was reported to the House yesterday. 

Mr. CoLeMAN. Fine, sir. 

With respect to a discount to reflect the value of publications in the 
dissemination of information and the advancement of education and 
culture, we agree with the report of your committee last year on H. R. 
11380, that any such discount is impracticable. 

In fairness, it would have to be some flat, arbitrary percentage of 
the cost of handling. This would be unrealistic. We all know of 
magazines that we feel are really worthwhile and should be as widely 
read as possible. We know of others that we would not put in such 
acategory. But here personal tastes are involved. 

How any postal official, or any committee of Congress, could dif- 
ferentiate between them, or write a regulation covering them fairly 
from the public-service standpoint, 1 would not attempt to say. I 
believe it is impossible. 

We would prefer that rates covering each type of mail be deter- 
mined on the cost of handling that type, the service it receives, and 
the value of the service to the patron. 

We realize that this is implied in your committee’s report on last 
year’s bill—H. R. 11380—and in the Post Office Department’s esti- 
mates of appropriations to cover public-service aspects. However, 
because of the possible misunderstanding of the intent of Congress, 


we hope that the term will be clearly defined, and limited, in the legis- 
lation you recommend. 
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INCLUSION OF ALL POSTAL COSTS 


In addition, we believe that a provision should be added to the 
policy declaration in title II directing that the costs of service per- 
formed for the Post Office by other Government agencies should be 
added to postal costs, and services performed for other Government 
agencies by the Post Office should be deducted from postal costs. 

We understand that the former amounts to around $260 million an- 
nually, and the latter to around $15 million annually. 

A step in this direction was taken by the 84th Congress when Public 
Law 854 was passed requiring the department to assume the employ- 
er’s contribution for postal workers. Section 4 of this law states that 
the agency paying the employee contribute a sum equal to the em- 
ployee’s contribution. 

However, this was nullified as far as postal costs are concerned by a 
provision specific ally stating that any such contribution shall not be 
considered as a cost of providing postal service. We believe this is 
inconsistent with the main purpose of the law and should be repealed. 
All costs of performing the service, and certainly retirement-fund 
contributions are as much a cost of doing business as the employee's 
salary, should be taken into account in calculating postal rates. 

We, therefore, support section 109 of H. R. 5836 which would re- 
peal this provision of Public Law 854. 


PARCEL POST 


Section 110 of H. R. 58386 would change present law, which provides 
that the revenues from parcel post must cover expenses, to permit ex- 
penses to exceed revenues by 3 percent. 

For the fiscal year 1955, expenses allocated to parcel post amounted 
to approximately $600 million. Three percent of that would amount 
to $18 million, by which amount the taxpayers could be required to 
subsidize users of parcel post before a rate adjustment would be re- 
quired. 

This, in itself, is a large amount, but assuming that you endorse the 
preceding section—section 109—of the bill, which we have recom- 
mended, it would immediately be increased by another $1 million. 

Normal expanson in the general economy, bringing a proportionate 
expansion of the use of the parcel-post service, would further increase 
such an exemption. 

Therefore, because of its present size, and the uncertainty of its size 
at any time in the future, we urge that a percentage-of-cost formula 
not be adopted. 

At the same time, realizing that an operation as big as the parcel- 
post service requires some latitude, we suggest that a stated amount 
of money, for example four or five million dollars, be substituted for 
the 3 percent ceiling. 

EFFICIENCY 


Now, a final word as to the efficiency of the postal service. We all 
have experienced what we feel are undue delays in delivery of mail. 
We know, too, that many postal facilities are ‘inadequ: ite and that a 
large investment in new plant and equipment will be required to mod- 
ernize them. A start is being provided in the President’s budget for 
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fiscal year 1958. This start is dependent, as you know, on the enact- 
ment of the rate-increase bill now before you. We hope that both will 
be accomplished. 

In the meantime, I know, steps are being taken by the postmaster 
General to improve efficiency where he can. It is our hope that he can 
continue these efforts so that the postal service can be conducted ac- 
cording to the highest standards of efficiency in either business or 
Government. 

We recognize that there is room for improvement in our present 
postal service, but I know of no better way to assure the necessary 
appropriation of funds for improved plant and handling facilities 
than to place the service on a self-supporting basis. 


SUMMARY 


Summarizing, the chamber endorses H. R. 5836 in general, but it 
further urges that 

1. The objective of providing postal revenues sufficient to meet 
postal expenses heal be definitely programed in the bill; 

2. All costs of providing postal service, including those now 
paid by other Government agencies, should be taken into con- 
sideration in setting postal rates ; 

3. Services having public-service aspects shoud be more clearly 
defined and limited; and 

4. The latitude given the Post Office Department in applying 
for adjustments in parcel-post rates be a stated amount of money 
instead of a percentage of costs. 

I thank you, Mr. Chairman and gentlemen. 

The CHairMman. Mr. Coleman, what is the postal cost paid by your 
company, the Burroughs Adding Machine Co., this year? 

Mr. Coteman. $820,000, broken down: 1, written matter, that is 
first-class, $445,000; 2, second-class, periodicals, that is the magazine 
that we distribute to the financial fraternity, $83,000. 

Circulation of 107,000, 

Printed matter, that is direct mail advertising, third-class, $35,000. 

Parcel post, $257,000, Making a total of $820,000. 

The CHatrrMan. How much do you estimate it will cost your com- 
pany if this bill should be approved ? 

Mr. Coteman. About a third more, assuming that you use the same 
rates suggested in the bill. 

Mr. Rers. Assuming approval of the rates in the bill ? 

Mr. CoteMAn. Yes. 

Mr. Rers. The increase will be about one-third ? 

Mr. Coteman. About a third. 

Mr. Rees. About $300,000 in your estimation ? 

Mr. Coteman. Yes, sir. 

Mr. Rees. How does your third-class mail compare to your first- 
class mail ? 

Mr. CoteMan. The first class in $445,000. I would say roughly a 
half million dollars. Direct mail, third-class matter, printed matter, 
is $35,000. That is junk mail, I guess you call it. 

Now, you have me speaking personally and I want to speak per- 
sonally on this junk mail. I happen to have a farm beyond Mr. Lesin- 
ski—I am never there except weekends, yet my mail box is full every 
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time I go there and it is that junk. Now, we use it for direct mail 
advertising. That is where you tell all of your salesmen to send in 
a club campaign. They take all the filling stations in an area and 
they write them down and half the time they don’t even know the 
right name of the chap. 

Out of that if you get one prospect out of a hundred it is good. 

I wish you would penalize us on that. Very honestly I do. That is 
personal on my part. 

The CuarMan. How many meetings did you say were held by the 
chamber of commerce ? 

Mr. Coreman. Twelve. 

The CuatrmMan. In various sections of the country ? 

Mr. Coteman. Yes; they began in Los Angeles and they concluded 
in Detroit. Los Angeles, Oakland, Salt Lake City, Minneapolis, 
Chicago, Cincinnati, Dallas, Atlanta, Pittsburgh, Hartford, Conn.. 
and Detroit, Mich. 

The Cuarrman. Was the question of increase in postal rates dis- 
cussed at all the meetings? 

Mr. Coteman. At every one of them. That was on the agenda. 

The question was asked: Did they feel that the post office should 
operate on a basis that was self-sufficient, and a show of hands was 
asked. They voted unanimously on that. They felt that it should. 

They were warned—you are the business community—and asked 
how many would agree that there should be an increase in first-class, 
the cost of first-class mail. 

We asked them to show their hands. In every class of mail we did 
this, gentlemen, in 12 cities. Of course, there were newspapermen in 
those “pl uces and newspaper publishers, probably some magazine pub- 
lishers. They certainly did not raise any objection, whic h they could 
have done. 

So I think the business community is in a frame of mind to accept 
a raise in all classes. 

‘he CratrMan. It is estimated at least 75 percent of all first-class 
mail is generated by business. 

Mr. Coteman. Yes. There is a differential. In other words, first- 
class mail you use in order to accomplish a business objective and you 
expect expedited service. We use perhaps more airmail than we do 
anything else. 

Why? Because we expect expedited service. It is of value to the 
corporation; it is of value to the businessman, sir. 

The CuHarrman. Are there any questions / 

Mr. Lestnskr. Mr. Coleman, I certainly appreciate your very com- 
prehensive and thorough statement. 

Did you say that you had an expense of $300,000 in your postage? 

Mr. Coreman. $820,000. 

Mr. Rees. Break that down again. 

Mr. Coteman. First-class written matter $445,000; second-class, 
periodicals, that is, the only one we publish, $83,000; third is printed 
matter, that is direct mail, $35,000 ; parcel post, $257, 000. 

Mr. Lestnskt. You think your increase would be about one-third ? 

Mr. CotemMaAn. Based upon your present bill, yes sir. 

Mr. Lestnsxt. In other words, that would be $300,000 increase ? 

Mr. Coteman. Yes. 
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Mr. Lesinskt. That comes out of the expenses of the corporation? 

Mr. Coteman. It is added to the cost of doing business. 

Mr. Lestnskr. Right. So, actually, the only actual cost is $150,000 
because I am assuming you are in the 50-percent bracket 4 

Mr. Coteman. Every manufacturer is in the 52-percent bracket on 
his profit. Postage is a part of doing business. 

Mr. Lestnski. So actually you pay less in the income tax along that 
line due to the increase in postage # 

Mr. Coteman. If you want to work along the theory that, of course, 
the more you add to your expense the less tax you pay. 

Mr. Lesinsk1. In your testimony here you said that the postal serv- 
ice should be operated at a profit and on a self-supporting basis. 

Mr. CoteMan. Yes, sir. 

Mr. Lesinsxi. I concur as to the self-supporting basis. 

Now, let us put it that you are not speaking as the chamber of com- 
merece but as an individual. 

Mr. CoteMaANn. On these questions I am speaking as an individual 
now. 

Mr. Lestnskr. Your second-class mail has the greatest deficit ? 

Mr. ConeMan. Yes. 

Mr. Lesinskt. Congress by law said that it was for the purpose of 
dissemination of information to the public. That is on your magazines 
and newspapers / 

Mr. Coreman. Yes. 

Mr. Lesinskt. Since the establishment of that thinking in Congress, 
periodicals of various magazines invariably sometimes have as high 
as two-thirds advertising. 

Mr. Coteman. That is right. 

Mr. Lestnski. Would it not be fair that as a businessman that 
you pay for the handling of that advertising that goes in the mails? 

Mr. Coteman. Remember, now, that I am talking as Coleman, the 
publisher, on this, and as I said, an individual. I have no support any 
place for my particular view. 

Mr. Lesinskt. In other words, the gentleman will accept the point 
that for the dissemination of information to the public on reading 
material there could be a subsidy ? 

Mr. CoLeMan. Yes. 

Mr. Lesinski. But for advertising the advertiser should pay the 
full cost of the handling of that in magazines ¢ 

Mr. CoLtemMan. Yes, personally. 

Now, I would like to comment on that. There are very profitable 
magazines that carry no advertising. I certainly would not want to 
see those subsidized by the general public. 

Mr. Lesinskr. I will use an example of Reader's Digest. 

Mr. Coteman. Reader's Digest originally carried no advertising: 
Now I do not think that the public should subsidize it just because it 
is the Reader’s Digest or anybody else’s digest. 

Mr. Lesinskr. But the rate could be raised to practically pay the 
full amount? 

Mr. Coteman. I don’t think you can do that at one time, Mr. 
Lesinski. I think here is a case where you—and I would certainly 
recommend, I did last year—that I would get a crew of 2 or 3 pretty 


good experts to go into this. 
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You are talking about some things here that need very, very deep 
study. I just can’t give an off-the-cuff answer to it. 

I can see if we took your avenue, there would be an encouragement 
perhaps to start up another type of publication that need not carry 
advertising at all, that could be published very cheaply. 

It might be a magazine like Confidential, for example. The people 
seem to like that; they buy it; probably it should not be circulated at 
all. Butthey will buy it. Maybe they can get away without advertis- 
ing because the type of advertising that is in it is the cheapest type. 

Mr. Lestnskr. As it happens, invariably the income they make on 
the magazines is not on the printed article, but on the so-called ad- 
vertising. 

Mr. Coteman. I know, and as I say, that is a general rule, but if 
you say that the total cost should be carried by advertising, I think 
it should be a weighted factor. 

If I were a letter carrier I would feel the same way about it. For 
the long run, I think Congress should work toward the end of having 
2ach of these classes being self- supporting. 

Mr. Lestnskt. I am gl: ad to heat ‘you say that. 

Mr. Coteman. I have said that personally and it is me. I am not 
voicing any view of the United States Chamber of Commerce at all 
when I say that. 

Mr. Lesinskt. You state rate increases at this time. Now, it is not 
always more practical to have a rate increase at the time when the 
economy is high and the people have ability to pay than when the 
economy is low like in 1932 ¢ 

Mr. Coteman. I don’t think anyone recommended it in 1932. As 
economy falls the use of the mail falls proportionately. 

One of the things I like about title IT, Mr. Chairman, is that in it, as 
I recall, you are going to examine this every 2 years and make recom- 
mendations. Someone comes up from the Post Office Department and 
sits down and gives you the facts. That is the way to do it. 

Mr. Lestnskr. In business in order to keep themselves going they 
have to borrow or they have to cut their profits. At this time when 
the economy is high it would be a proper time to increase the rates, 

Mr. Coteman. Cert: uinly. The businessmen would not vote to in- 
crease them if they did not feel it was a propitious time to do so, 

The CuarrMan. Mr. Santangelo. 

Mr. Santanceto. Mr. Witness, I have appreciated your frank and 
unselfish attitude about paying the cost of the mails, but you told 
Congressman Lesinski it was your personal point of view. 

Mr. Coreman. That is right. 

Mr. Santancero. Originally in your testimony you said that the 

various groups you conferred with, business groups, all agreed that 
each class of mail—— 

Mr. Coreman. They did not say that each class should support 
itself. They were asked in order to bring about a balance in the Post 
Office Department, would they be willing to pay an increase in, one, 
first-class, and, second, second-class. Thev are asked by classes. No- 
body said what it was or what its relat ionship was at all. 

Mr. Sanrancero. As I understand you, each group said that each 
class should be raised to sustain themselves / 
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Mr. Coteman. No; don’t include that last phrase. They did not 


say each one should sustain itself, but they agreed there should be an 


increase in each class. 

Mr. Santancevo. Of course, your position as representative of 
the chamber of commerce that the Post Office should be on a self- 
sustaining basis 

Mr. CoteMan. Yes. 

Mr. SANTANGELO. Is that an overall self-sustaining basis? 

Mr. Coteman. An overall self-sustaining basis, but agreeing to a 
rate increase in each class, leaving that to you. 

Mr. Sanranceto. As I understand you, your group did not say 
that the second-class mail should be on a self-sustaining basis, but you 
personally agreed ? 

Mr. Coteman. That is right. 

Mr. SantTance1o. I wanted to know what your position was. 

Mr. Coteman. I said frankly, and that is purely personal opinion, 
{ am not in the general publishing business, they have their problems, 
so I am only giving that one man’s opinion; that is all. 

Mr, SANTANGELO. I would like to ask you one question with respect 
to your own business if I may, that if the increases were levied as they 
were advocated last year, 120 percent for the newspapers or periodi- 

cals with advertising, would such an increase seriously endanger the 
fin: uncial structure of your outfit, or would you pass it on to the ‘adver- 
tisers ? 

Mr. Coteman. If you had used the figure of last year, instead of 

$83,000 it would probably be approximately $107,000. Where do 
you think we are going to get it from? 

Mr. Santranceto. I ask you that? 

Mr. Coteman. These fellows who are advertising in it. 

Mr. Santrancero. Do you think you could pass it on without too 
much difficulty or do you think that it would bankrupt your organ- 
ization ? 

Mr. CoreMan. Remember, we advertise all over. I don’t know of 
a single one of them that has not gone up in its rates. 

We advertise in every national publication, as well as in many 
newspapers. You don’t get advertising today for what you got it 
a year ago. 

Mr. Santancexo. I take it that the answer to my question is that 
it would not, it would not endanger your structure ? 

Mr. Coteman,. It would not endanger the structure of this. 

Mr. Lesrnsk1. In other words, the gentleman says he has already 
been penalized before the rates have gone up. 

Mr. Coteman. That is right. All advertising has gone up. 

The CuHarrMan. Mr. Gross. 

Mr. Gross. Thank you, Mr. Chairman. 

Mr. Coleman, if this increase in rates is approved, your industry, 
your company, all other industry will pass it on, will they not? 

Mr. CotemMan. Yes. 

Mr. Gross. How will the farmers and workers in the Third District 
of Towa and all over the Nation pass it on? 

Mr. Coteman. You mean the immediate increase ? 

Mr. Gross. Yes. 

Mr. Coteman. Let us take the business community—— 
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Mr. Gross. Let us take the farmers of the United States, how will 
they pass it on ¢ 

Mr. Coreman. Probably by asking for more price supports. 

Mr. Gross. Of course, you know what has happened to agriculture / 

Mr. Coteman. I know what has happened to agric ulture. I know 
exactly what has happened. 

Mr. Gross. Let me as you this question: When were these regional 
meetings held ¢ 

Mr. Coteman. They wound up on the 27th of February. They 
started February 4, in Los Angeles. 

Mr. Gross. What was the Postmaster General asking for at that 
time, an increase to 5 cents or 4 cents / 

Mr. Coteman. I don’t know. 

Mr. Gross. You did not propound that question to your people 
whether they be 4 or 5 cents? 

Mr. Coteman. No, sir. 

Mr. Gross. There is a vast difference / 

Mr. Coteman. I know there is. 

Mr. Gross. The ballots are beginning to come to my office from the 
polls sent out by the National Federation of Independent Business. 
They asked the question of whether independent businessmen were for 
the 5-cent rate. With only one exception did they approve of the 5- 
cent rate. But you did not propound that question ? 

Mr. CotemMan. Not as to the amount. 

In other words, there was no way to know at that time what you 
were considering. 

Mr. Gross. Of course, the Postmaster General first advocated 
cents. 

Mr. Coteman. As I understand, that was hooked with what they 

call the faster service, too, which was largely airmail, wasn’t it, using 
the Canadian plan? That was my general understanding of that. 

Mr. Gross. Of course, we would be penalized out our way. We 
would be penalized by any expedited service that depends on air 
transportation because a lot of mail circulating in the rural areas 
has never seen an airplane. 

You agree with that; do you not? 

Mr. Coreman. I agree partially. 

Mr. Gross. So they would not benefit from a 5-cent letter rate that 
provided for expedited service on that basis. 

Mr. Coteman. You would be surprised right in your country, 
though, the number of airports you have where you no longer have 
train service. 

Mr. Gross. You would be surprised at the number we do not have 
as between local communities. 

Mr. Coteman. I know that. We have the same thing in Michigan. 

Mr. Gross. So you support the criteria that payments for retire- 
ment and disability should be used as a basis for ratemaking ? 

Mr. Coreman. Yes, sir. 

Mr. Gross. I doubt if you can cite any other agency of the Govern- 
ment that—— 

Mr. CoLteMANn. I can’t and I can’t cite any other agency of Govern- 
ment that operates like the Post Office Department. 

Mr. Gross. Yesterday we had a bill before Congress that. increased 
fees in the Federal courts, certain of the Federal courts. I do not 
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recall that there was any contention made as to the retirement costs 
for those paying fees to the Federal courts. 

Mr. Coreman. When you speak of any other agency of Govern- 
ment, there is no other agency in the Government that operates like a 
business does, as the Post Office does. Traditionally, you have always 
had to pay something for every piece of mail. 

Mr. Gross. There is no question about the fact that it is a monopoly. 

Mr. Coteman. It is a monopoly; it is in all countries, as you know. 
It is just good cost accounting. 

Mr. Gross. You speak of financial responsibility, financial stability, 
and I do not want to pursue this, but I wonder how you feel about 
foreign aid. 

Mr. Coteman. Well, I think that is not germane to this subject. 

Mr. Gross. Of course it is germane. If you say we must increase 
rates in order to contribute to the financial stability and fiscal re- 
sponsibility of this country, then that certainly plays a part in it. 

Mr. CoteMAN. Let me answer your question. 

The CuatrmMan. That is not germane. That has nothing to do in 
the world with the postal-rate bill. 

Mr. Gross. Let the gentleman answer the question. He brought 
up the subject of fiscal stability. 

Mr. Coteman. I will be glad to answer that. 

As a matter of fact, the chamber of commerce made no comment 
on the foreign economic policy. 

Mr. Gross. How do you feel about it 

Mr. Coteman. You know how I feel. I happen to head the Commit- 
tee for International Trade Policy. 

Mr. Gross. Are you one of those that advocate loans to foreign gov- 
ernments in place of foreign aid ¢ 

Mr. Coteman. I don’t think so. Let me say I personally believe in 
trade. 

Mr. Lesinsxt. On Formosa they have 6 deliveries a day and we 
have 1. 

Mr. Gross. Of course, we are financing that 100 percent. 

The Cuarrman. What do they pay the letter carriers in Formosa ? 

Mr. Lestnskt. Lam sorry; I cannot tell you that. They receive uni- 
forms and everything else. 

The Cuamman. Mr. Johansen. 

Mr. Jonansen. Mr. Coleman, in the line of questioning that has 
been pursued so far in this hearing, there has been an implication that 
this bill is basically wrong because it would return the first-class mail 
to a revenue rel: ationship to cost of something over 100 percent. 

I assume you are familiar with the fact that up until the last 2 or 
3 years the ratio of revenues to allocated costs for first-class mail has 
been substantially over 100 percent. You are aware of that, I assume ? 

Mr. Coteman. I think so. 

Mr. JoHansen. There has been a great deal of point made and a 
great many tears shed for the first- class-m: ail user, over the fact that 
he i is being taxed, to use the common language, to subsidize the other 
classes. 

Let me ask you, first of all, is there any prospect in your judgment, 
speaking realistically, of a rate increase being voted by Congress at 
this time that would put second- and third- classes on a completely 
self-sustaining basis ? 
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Mr. Coteman. No, sir; and I don’t think you could do it or should 
do it. In other wor ds, those are classes you are going to have to work 
out over a period of time. 

Mr. JoHansEn. Did you see any basic objection, in view of prefer- 
ential service and a great many other factors, to a return or approach 
toward a return to the historic ratio that the first class has had with 
respect to revenues ¢ 

Mr. Coteman. No, sir. 

Mr. Jonansen. If there is an insistence that there be increases in 
second- and third-class rates to the point where they are completely 
self-sustaining, there would be no rate bill; is that correct ‘ 

Mr. Coteman. That is right. 

Mr. Jouansen. If there is an insistence that there be an increase 
without an increase in first-class mail, the probabilities are there would 
not be a rate increase of any kind ? 

Mr. CoteMan. Yes. 

Mr. JoHANSEN. Then are not those who advocate dealing with this 
thing on the basis that there should not be any excess of revenue over 
expenses for first class and who insist that the whole attack must be 
made on very, very heavy increases on second- and third-class mail, 
are they not in effect, if they persist in that position, guaranteeing 
that there will not be any increases in any rate ¢ 

Mr. Coteman. I think that is correct; yes, sir. There would not be, 
and I don’t think anyone is realistic if “they say that a preferential 
class of treatment of one type of mail such as first class should not call 
for a higher rate. 

It should be, let us say, the profit line of your business, because you 
are giving the best service there. Every company on the face of the 

earth knows that there are certain products on which you carry a mar- 
gin of profit that is much greater than on another one and it helps sup- 
port another product in your line that is not paying its own way. You 
may be building up there, or it may be a servicing organization. 

We have that in our own business. In other words, the sales of 
certain products in our line have to support a servicing operation on 
another line that is not self-sustaining. 

Mr. Jouansen. Let me ask you one more quest: ion. If you were com- 
pletely dedicated to preventing any increase in second- and third- 
class rates, could you think of any more effective device for accom- 
plishing that purpose than insisting on an approach that involves 
putting them on a complete pay-as-you-go, pay-their-own-way basis? 

Mr. Coteman. I certainly agree with you, sir. I do hope I have 
made that very clear in both the testimony I gave as the president of 
the chamber of commerce and as an individual. 

I do not believe that; I think it would be completely unrealistic to 
suggest that you come out with a bill tomorrow morning on the basis 
of cost ascertainment, that each class must pay its own way. 

Mr. JOHANSEN. Just 1 or 2 other very quick questions. There would 
not be any effective elimination of the deficit if we did not increase the 
first-class rates, would there ? 

Mr. Coteman. There would not, in my opinion. 

Mr. JoHANsEN. So, in the final analysis, the way to make progress 
in the matter of meeting the deficit and of increasing rates is to do it 
on a step-by-step basis with relation to all classes of mail. 

Mr. CoteMan. Yes, sir. 
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The Cuatrman. Mr. Santangelo. 

Mr. Sanrance.o. Mr. Coleman, as I understand your answer to the 
Congressman’s question, there are certain implications which shock 
me. You say that if the group which is insisting upon an increase in 
the second-class mail so that it becomes self- sustaining persists in its 
position, there will be no rate increases and that this bill will fail. Is 
that a correct understanding of your statement ? 

Mr. Coreman. Yes; I think that is true. As I said, I am not a 
publisher. 

Mr. Santancero. Yes. I want to understand your answer to the 
question. 

Is it because the users of the second-class mail, the periodicals, the 
newspapers, control the Congressmen, or is it because of some other 
reason ? 

Mr. Coteman. No, sir; it is because of the latter. - For example, 
these are periodicals. ‘There is such a thing as a 5-year subscription 
and a 3-year subscription. 

Mr. Sanrancero. On what do you base the statement, the answer to 
the question, that there will be no rate increases if there is an in- 
sistence in having the second-class mail pay its own way ? 

Mr. Coreman. You just would not do that. You would put a group 
of business out of business. That would essentially be what you 
would be doing if you did that.at one time. 

Mr. Santrance.o. I asked you before with respect to your own busi- 
ness. 

Mr. Coreman. Remember, this is a side issue with us. 

Mr. Santancelo. But I asked you whether it would destroy your 
operation if the increase went to 120 percent, and you said “No. 
Now, you speak for yourself because you know your own business. 

Mr. CoteMan. I am not speaking for the other business. 

Mr. Sanrance.o. I want to know on what basis you can make the 
statement there would be no rate-increase bill if there was insistence 
in letting second-class mail sustain its own way. 

Mr. Coteman. Because I think you would put out of business every 
magazine publisher in the United States. 

Mr. JoHANSEN. Mr. Coleman, in spite of the implications of the ques- 
tions that were asked, is it not the reason that there would not be a bill 
simply because a majority of the Members of Congress on the basis 
of commonsense and the practicalities would not vote one out on that 
basis ? 

Mr. Coteman. I think that. That was implicit in my answer, sir, 
because you would ruin one type of business, in my opinion. 

Mr. Ceperserc. I think that was borne out in the debate on the bill 
last year. No Member offered an amendment to do just exactly what 
is being proposed. No Member of the House of Representatives. 
Further, let me say when Mr. Coleman speaks of 120 percent provided 
in the Lesinski amendment last year, that would not have made sec- 
ond-class completely self-sustaining. 

The Cuairman. Or anything like it. 

Mr. CepersercG. So that question would not apply here at all. 

Mr. JoHANSEN. I will yield to Mr. Lesinski. 

Mr. Lestnskr. The intent of my amendment was what we spoke 


about before, the 120-percent increase on the advertising portion of the 
magazine only. 
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Realizing what you have said here, I have proposed it for a total 
amount of 10 years which would give business the opportunity, as you 
have stated, those who have 3-year or 5-year subscriptions, to adjust 
their rates properly. 

The committee felt that a 10-vear hold on the Post Office Department 
or Congress was too long. So that was cut to 5 years, the same amount. 

We on the committee realize what we are talking about because we 
do not want to destroy business. We are trying to approach the 
thing in such a fashion that we can increase rates, but still keep the 
philosophy of the thinking of Congress of the past. 

This whole thing has to be gone over very carefully and we realize 
that. 

My question was whether it affects you very much if we increase the 
rate on the magazine advertising only. 

Your answer was that the subscriptions for magazines have increased 
to you as a businessman every single year. 

Mr. Coteman. The cost of advertising. 

Mr. Lesrnskr. That is right. My remark was that you have already 
been penalized before the increase had gone through. So the point is 
that the publishers of magazines today are getting a good fee for ad- 
vertising in magazines and they are not paving their full way to the 
Post Office Department for that portion. 

The CHarrman. I would like to ask a question. This committee 
approved your amendment last year providing for the increase on 
advertising matter and the House approved it by a good majority. 

Would you not admit that your proposal—which I think is fair and 
I am still for it if you insist on it—will never begin to pay the cost of 
second-class mail ? 

Mr. Lestnskt. I realize that 100 percent. As a matter of fact, the 
total deficit of second-class mail was $250 million. I think there is 
now a larger deficit in second-class mail. 

We cannot raise the full amount right now because we would de- 
stroy half of the publishing world. 

Mr. JouHansen. I would like to say further that I, too, voted for the 
Lesinski amendment and subscribed to it. I do not think there is any 
basic quarrel in our position on that point. 

Mr. Hempuit. I would like to ask the distinguished witness a ques- 
tion. 

I want to say I appreciate your testimony, sir. I think you have 
been absolutely fair. I thank you for coming here, as a new member 
of this committee. 

Is the United States Chamber of Commerce in advocating a balanced 
budget for the Post Office Department recognizing the need of a policy 
statement by the Post Office? 

Mr. Coteman. Yes. 

Mr. Hempuityt. Was this not your testimony before the committee 
last year, as the president of Burroughs Corp. 4 

Mr. Moss. If we are going to sit here as a ratemaking agency, is it not in- 
cumbent upon us to draft and determine certain basic policies as a condition 
precedent to setting rates? 

Mr. CoLeEMAN. I would think so, sir. You would do that in any industry. 

Mr. Moss. It seems to me the one thing we have failed to do rather consist- 
ently in arriving at a proper rate structure of the Post Office Department is to 
finally spell out the basic policies which would constitute a foundation for rate- 
making purposes. 

Mr. CoLEMAN. I would think we would have to do that, sir. 


ee 
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Do you think it would be good business and does your chamber of 
commerce think it would be good business to have a ratemaking 
policy ¢ 

Mr. Coteman. Yes. 

Mr. Hempuitu. Now, I suppose in considering this—I hope I will 
not burden you, but 2 or 8 minutes longer, sir—you studied the finan- 
cial policy of the Post Office Department in 1954 and other years? 

Mr. CoLemMan. Yes, sir. 

Mr. Hempuiti. I am going to read you something from page 159, 
that was said by the Postmaster General : 

The Post Office feels that the rates being charged may be the maximum that the 
traffic can bear, although further studies are being made. It also believes that, 
since these are auxiliary services, any losses on them should be supported by 
revenues from other classes of mail—— 

That is on second- and third-class where the losses were and what we 
call exempt publications— 
the greatest percentage of the responsibility going to the first-class. 

What is the position of the chamber on that, sir? 

Mr. Coteman. As I think you have made pretty clear, the chamber 
does not have any position in the matter. 

Mr. Hempnrity. But the chamber has endorsed a need for postal 
policy ? 

Mr. CoLeMAN. That is correct. 

Mr. Hemreuity. I might ask you this. On page 4 of your printed 
testimony here on the second line, sir, I would like to direct your at- 
tention to it because I do not want to confuse you, you start a sentence 
which reads this way: 

In the interest of fiscal responsibility in Government, and fairness to the 
taxpayers, we believe this burden should be transferred where it rightly belongs, 
to the users of these services. 

Is that statement by the United States Chamber of Commerce a 
statement which would say that the United States Chamber of Com- 
meree believes that as soon as practical a policy should be established 
that whoever uses these mails should pay their proportionate cost ? 

In other words, regardless of what class it is, as soon as practicable 
the chamber feels if you get the benefit of it you ought to pay the cost 
of it 4 

Mr. Coteman. If I understand your question correctly, yes. 

Mr. Hemputt. Do you feel that there should be a premium on first- 
class mail in order to cover any possible deficits or losses in handling 
second- and third- and fourth-class mails? 

Mr. Coteman. I think that is the only practical way you can 
approach this thing; yes, certainly. 

As I said, you have a preferred class in first-class mail just as you 
have in airmail. Let us say that is your main line of business. 

Mr. Hempnit. In your statement you say: 

The postal service is fundamentally a public service and it should be operated 
on a nonprofit, self-supporting basis. 

As I understood the answer to the last question that I asked you, 
you believe that certain types of mails should be operated at a profit 
to take care of the other types which, by a practice which we need not 
(liscuss, operate at a loss. 
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Mr. Coteman. There is nothing by implication at all that says each 
class of mail should be self-supporting. 

I again feel that is a question—I think I so referred to it in my testi- 
mony here—that this committee or other body should study all the 
factors and then should come up with the answers to the specific classes 
of mail, what they think about it, just like Mr. Lesinski said. 

Mr. Hempuiu. I thank you for that remark in view of Mr. San- 
tangelo’s question. 

1 understood you to say to him it was your opinion that we would 
never get a rate bill if we put second class on a self-sustaining basis. 

Mr. Coreman. Lam talking personally, you see. 

Mr. Hempuitn. I understand. But the Chamber of Commerce of 
the United States is not gomg on record as saying that any class of 
mail should be given any particular rate or what the Congress should 
do? 

Mr. Coteman. No, sir. 

The Cuarrman. Mr. Rees. 

Mr. Rees. A good deal has been said here about the additional cost. 
You will have to pay $300,000 more postage ? 

Mr. Coteman. Yes, sir. 

Mr. Rees. Well, it is the fellow that buys the Burroughs adding ma- 
chine that is going to pay it? 

Mr. Coteman. Ultimately. As with every raise that goes through 
he has to pay ultimately. 

All T am worried about is how to make a profit and do all of this 
because there is competition that sets my price. 

Mr. Rers. T notice you pay $44! 5.000 for first class and then down 
there in the third class you pay $35,000. 

Mr. Coreman. That is right. 

Mr. Rees. Is that not because vou get more service by using it? 
You could use a lot of third class if you w ranted to? 

Mr. Coreman. Well, the third class, I just happen to have a per- 
sonal dislike for it because it is the giveaway type of advertising that 
is generalized and the postage here represents the lowest part of the 
cost of it. Maybe some people like this. I just don’t; 99 percent of it 
goes in the wastebasket. 

Mr. Rees. Is it not a fact that you get preferential service by using 
first-class mail ? 

Mr. Coreman. That is the difference. 

Mr. Rees. You pay more for it because of that ? 

Mr. Coreman. Yes. That is the real formula that we must take 
into consideration, that is the class, the type of service and the prefer- 
ment that it gets. 

Mr. Rees. It is worth that against these other classes ? 

Mr. Coteman, Certainly. 

The CHatrman. Mr. Porter? 

Mr. Porter. Mr, Coleman, I have appreciated your statement and I 
am glad that you were here to give it. 

I suppose you use a good many accountants in your business ? 

Mr. Coteman. Yes, sir. 

Mr. Porrsrr. 1 suppose vou are somewhat familiar with the cost 
ascertainment method here ¢ 

Mr. Coteman. Yes, sir. 
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Mr. Porrer. You mention preferential treatment of the mail. I sup- 
pose that is in connection with first-class mail and also you made that 
statement in connection with said class. 

Do you know whether or not an accountant has been able to reduce 
that preferential treatment toa dollar and cents value ? 

Mr. Coteman. I think it could be done, but I honestly am not in- 
formed. The post office would have to answer that. 

Mr. Porter. If I told you that it had not been done and the preferen- 
tial treatment, at least so far as the Post Office Department, is weighted 
in terms of intangible factors 

Mr. Coteman. I think it could be done. I think it could be weighted. 
[ think it isa hard thing to do. 

How many man-hours does it take in order to give preferential treat- 
ment, among other things? 

Mr. Porter. In other words, you would feel better as a businessman 
if your accountants could attach a dollars and cents value to preferen- 
tial tres —— if that was an element of cost ? 

Mr. Coteman. If that was an element of cost then your accounting 
pr ohcaee could agree it was measurable. 

Mr. Porrer. In your statement you made this statement : 





There is no fairer way of distributing the cost of Government service than by 
charging the user in proportion to the extent he makes use of it. 

Mr. Coteman. Yes. I should pay for what I use. 

Mr. Porrer. Then between the separate classes of mail you would 
say that principle applies there, too? 

Mr. Coteman. Yes, but again use the formula on that. What is 
the type of service I get on what Mr. Rees mentioned? If it is not 
worth it, I would not pay it, the way that type of mail is handled, 
this so-called circular advertising or printed matter. You don’t even 
know where it is going, as a matter of fact. You don’t know how much 
is thrown away. 

Mr. Porrer. It seems to me the principle which I agree with is in- 
consistent with your view which I gathered in the interrogation by 
my fellow member here in regard to what you thought about the 
second-class rates. 

Mr. Coreman. Now separate me from the chamber. I made my 
statement on the second-class mail as an individual, what I would like 
tosee ultimately. It certainly cannot be done today. 

Maybe, as Mr. Lesinski said, that is something you have to measure 
out in the future and you have to take into consideration many, many 
factors—the difference in the class of publication, the type of publica- 
tion, what you should give to one and what you should give to an- 
other—there is a vast difference between the National Geographic and 
other types of publications. 

I think those are things that the committee in its wisdom must make 
a determination on. 

Mr. Porrer. Mr. Coleman, where the 6 percent of the present 
deficit. of 60 percent in the Post Office is caused by first-class mail, does 
it seem fair to you that first-class mail should account for 66 percent 
of the revenue in the new bill? 

Mr. Coteman. I think that 66 percent is a cost accounting factor. 
If you want to get the broad general principle, I would say the first- 
class mail because, of course, it is the largest one, there is more first- 
class mail than any other kind of mail 
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Mr. Porter. It is easier to get the money ¢ 

Mr. Coteman. But, again, if you just say it is easier to get the 
money I don’t think that is part of the philosophy of the Government 
at all. I think here you must measure the service that you get. 

Certainly you are willing to pay for it. Wages ‘have gone up; 
everything else has gone up in proportion for the Post Office Depart- 
ment. They have in my part of the country. 

Mr. Porrer. I am trying to reconcile that point of view with your 
statement there is no fairer way to distribute the cost of Government 
service than by charging the user in proportion to the extent he makes 
use of it. That does not seem to me to be consistent with that state- 
ment. 

Then on page 7 you say : 

We would prefer that rates covering each type of mail be determined on the 
cost of handling that type, the service it receives, and the value of the service 
to the patron. 

Mr. CoLteMAn. Yes, sir. 

Mr. Porter. The cost-ascertainment system as you understand 
does cover the cost of handling each type. 

Now, getting to this value ‘of the service to the patron, if we sent a 
letter to San Francisco, it might be worth a thousand dollars to get it 
out there. 

Mr. Coteman. It might be worth twenty-five thousand. 

Mr. Porter. How do you judge the value of service to the patron? 

Mr. Coteman. I don’t know. I am not enough of an economist or 
philosopher to think that out, myself. I am reminded of the fact, up 
in Michigan in the utility business you have three experts to advise on 
that. That is their business. 

I honestly think, as I said last year when I was down here, that a 
committee in considering the rate structure of anything, what you are 
going to charge, you have to have 3 or 4 pretty good estimators to be 
reporting to you, not depending upon someone else at all. These are 
technical things. 

Mr. Porrer. I know they are technical. That is your statement. 
You are an expert helping us. I am asking you what this phrase 
means, “the value of the service to the patron. § “How do we determine 
that? 

Mr. Coteman. What I am willing to pay for it. In other words, as 
a user of the mail, a heavy user of mail, we cert ainly are allowed dis 
cretion throughout our entire organization as to whether we should 
use airmail, first-class mail, or bundle the whole thing up and send 
it to you third class or fourth class or parcel post. 

Mr. Porrer. Am I to conclude that your principle is what the traffic 
will bear ? 

Mr. Coteman. No. I have the choice: haven’t I? Every user of 
the mail has the choice as to what he can do, He can write a first-class 
letter, write a post card; he can print it and send it under third-class 
matter, or he can chuck it in this thing and send it by parcel post. That 
is a choice he makes. 

Mr. Porrer. The individual user does not have that choice. He 
writes a letter to a relative; he sends it in the first-class mail. There is 
no choice there. I do not see how that answers my question whether 
you agree it should be based on the value of the use of the mail. 
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Mr. Coteman. I said that is one of the factors; not the sole factor. 

Mr. Porrer. You mean fairness. 

Mr. CoteMANn. The fairness; yes. 

Mr. Porter. That was not the purport of your statement. 

There is no fairer way of distributing the cost of Government service than 
by charging the user in proportion to the extent he makes use of it. 

Mr. Coteman. What is inconsistent about that ? 

Mr. Porter. Should not the committee try to do the fair thing? 

Mr. Coteman. You are going to do the fair thing. You are all 
American citizens. Certainly you will do the fair thing. 

Mr. Ceperserc. Is it not an impossibility to say that it is any more 
or less fair to charge 4 cents for a letter to be mailed from Washing- 
ton to the gentleman’s address in Oregon, or for me to mail it from 
Washington to Michigan ? 

As a practical matter, you can talk here all day and we just have to 
reach some area of commonsense. The kilowatt-hour burning in this 
lamp might have come 50 miles, but the fellow who got it 25 miles 
away is paying the same amount per kilowatt-hour, so we have to take 
all those factors into consideration and in addition have to use a little 
commonsense and be realistic in approaching this problem. 

Mr. Coteman. I originally had something along that line in my 
testimony, and I took it out because I thought it was too lengthy. I 
tried to draw an analogy between how the rates are arrived in a utility 
and its relationship to the way you determine postal rates. You pay 
for standby service and you may not use it at all, but you pay for it. 

Certainly you have distance. It costs you just the same to mail a 
letter from Washington to Alexandria or from your House Office 
Building, first class, down to the New House Office Building, if you 
are going to put a stamp on it. 

The Crarman. Are there any other questions, now, by anyone on 
the committee / 

Mr. Roseson. I would like to thank the witness for his testimony 
and also compliment him on his patience during this interrogation. 

Mr. Coteman. Thank you, sir. 

The Cuatrrman. I join Mr. Robeson in complimenting the witness. 

If there are no other questions, thank you very much, Mr. Coleman. 

Mr. Coreman. Thank you, Mr. Chairman. 

The CHatrmMan. It is now 12 noon, The committee will stand ad- 
journed until tomorrow morning at 10a. m. 

The witnesses who were not heard today—Mr. Nagle, Mr. Jaspan, 
Mr. Thomas, and Mr. Messer—will be heard tomorrow. 

We also expect the Postmaster and the Deputy Postmaster General 
tomorrow morning. 


(Thereupon, at 12 noon, the hearing was recessed, to reconvene at 
10a. m. Friday, March 22, 1957.) 
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MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 
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House or REepresENTATIVES, 
CoMMITTEE ON Post Orrice AnD Civit SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

I wish to announce that the Postmaster General and the Deputy 
Postmaster General will be back before the committee next Wednesday 
morning at 10 a. m. Several members of the committee advised me 
that they could not be here today, and they would like to have an op- 
portunity to be here when the Postmaster General and his Deputy re- 
turned for questioning by the committee. 

I contacted the Postmaster General, and he said that he would be 
glad to come back today. I said, “Well, some of the members of the 
committee will be out of town.” He said he could not be here on Tues- 
day, because he has to go before a Subcommittee on Appropriations 
next Tuesday morning. So we set it for next Wednesday at 10 a. m. 
for the Postmaster General and his Deputy to be here for any ques- 
tions to be propounded by the members of the committee. 

Mr. Gross. What happens to those who were scheduled to appear 
in opposition to this bill, on Tuesday ? 

The Cuatrman. As] recall, we only had lor2. You meant Wednes- 
day, did you not ? 

Mr, Gross. No, Tuesday. This does not change, then, the order of 
procedure ? 

The CuarrMan. Oh, no, 

Mr. Gross. I thought you were going to hear first those in favor 
of the bill and then the opponents of the bill, but you are going to mix 
them up; is that correct ? 

The CHatrmMan. Yes, sir. 

Mr. Gross. Just so I understand the procedure. 

The Cuatrman. The first witness is Mr. Paul Nagle, president of 
the National Postal Transport Association. 
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STATEMENT OF PAUL A. NAGLE, PRESIDENT, NATIONAL POSTAL 
TRANSPORT ASSOCIATION; ACCOMPANIED BY JOEL J. J. LUN- 
DEEN, VICE PRESIDENT, AND WALLACE J. LEGGE, INDUSTRIAL 
SECRETARY, NATIONAL POSTAL TRANSPORT ASSOCIATION 


Mr. Nace. Mr. Chairman, my name is Paul A. Nagle. I am presi- 
dent of the National Postal Tr: ansport Association, I am accompanied 
this morning by our vice president, Mr. Joel J. J. Lundeen, and our 
industrial secret tary, Mr. Wallace J. L egge. 

The National Postal Transport Association represents 30,000 em- 
ployees of the Post Office Department’s Postal Transportation Serv- 
ice. I appear before you this morning in support of those provisions 
of H. R. 5836 and H. R. 5839 which would authorize an increase in 
postage rates. 

The National Postal Transport Association wants an improved 
postal service. In the past, our association has taken no position for 
or against legislation to increase postage rates. We have decided to 
reappraise that stand and we ask, therefore, your favorable considera- 
tion of the rate provisions of H., R. 5836. 

We can add nothing to the Postmaster General’s extremely com- 
prehensive statement on the need for adjustment in the rates of the 
respective classes of mail. There are, however, several features of 
the bill itself upon which we very definitely wish to comment, 

In the general statement there is no reference to improved postal 
service. We suggest that at the top of page 2, the language be changed 
to read: 

Postal revenues will afford improved postal service and will more nearly equal 
postal expenses. 

The change which is suggested is the addition of the words, “afford 
improved postal service.” 

Mr. Chairman, recent years have seen a sharp curtailment of rail- 
way post office service. Unless the trend is reversed, the postal 
patron who relies upon second-class mail service to bring him his 
newspaper or news magazine will find that the quality of his service 
will have declined despite the fact that rates will have been increased 
and his outlay for the publications will have been raised proportion- 
ately. 

Section 109 would repeal the last sentence of section 4 (a) of the 
Civil Service Retirement Act of 1956, which provides— 

Amounts contributed under this subsection from appropriations of the Post Office 
Department shall not be considered as costs of providing postal service for the 
purpose of establishing postal rates. 

We believe the statement enunciated in that sentence of Public Law 
854 is appropriate and sound. We urge the deletion of section 109. 

In section 202, subparagraph (4), there is included in the statement 
of policy the comment that— 
historically, and as a matter of public policy there have evolved, in the opera- 
tions of the postal establishment authorized by the Congress, certain recognized 
and accepted relationships among the several classes of mail. 

In section 202, subparagraph (6), there appears the language: 


Congress heretofore has not laid down a firm policy (except for fourth-class 
mail and certain special services authorized by law) with respect to the iden- 
tification and evaluation of those services rendered by the postal establish- 
ment * * * 
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We submit that Congress has indeed laid down a firm policy and has 
clearly identified the various classes of postal service. 7: 

Statutory law, which can be found in title 39, United States Code, 
sections 436, 462a, and 463a, defines domestic airmail as being: 

All mailable matter being transported as mail by air within the continental 
United States, within any Territory or possession of the United States, within 
any geographical area which is a protectorate of the United States, or between 
any of the aforesaid * * *. The rate of postage of all domestic airmail as de- 
fined in section 462a of this title shall, except in the case of postal cards and 
private mailing or post cards by 6 cents for each ounce * * *. The rate of 
postage on postal cards and private mailing or post cards * * * when sent by 
airmail shall be 4 cents each (39 U.S. C., ch. 13, see. 463a). 

As I understand the law as quoted above, domestic airmail comprises 
all mail transported by air, such mail to bear the rate of postage estab- 
lished by law. 

To provide for emergencies, the law further provides: 

In the event of emergency caused by flood, fire, or other calamitous visitation, 
the Postmaster General is authorized to contract, without advertising, for the 
transportation by aircraft of any or all classes of mail to or from localities af- 
fected by such calamity, where available facilities of persons authorized to trans- 
port mail to or from such localities are inadequate to meet the requirements of 
the postal service during such emergency. Such contracts may be only for such 
periods as may be necessitated for the maintenance of mail service, by the in- 
adequacy of such other facilities * * * (sec, 405, 52 Stat. 994, as amended, 49 
U.S. C. 485). 

Obviously, this language is applicable only in certain specified cir- 
cumstances and only for a period of emergency. It is the position of 
the National Postal Transport Association that the cited statutes pro- 
vide for a clear definition of the respective classes of first-class mail 
and airmail. The statutes specify the means for a standard and de- 
a postal service via surface transportation, and also provide 

or a preferred service at the higher airmail rate. Present postal policy 
does not reflect the clear intent of Congress as cited in the reference 
statutes. We believe that this is the time for clarification of that 
policy and its clearer definition. 

Under present confused circumstances, one postal patron may spend 
26 cents to secure airmail, special-delivery service and yet have the 
mail bearing such postage transported by surface means and delivered 
by the regular carrier route man. This service is available to anyone 
for 3 cents. On the other hand, some postal patrons are able to get air- 
mail service for a single 3-cent payment. 

In regard to section 203, we believe its potential value is diluted 
through reliance upon the Post Office Department’s cost-ascertainment 
system, in which we lack confidence. We maintain, for example, that 
the cost-ascertainment system does not reflect a true allocation of costs 
in railway post office car operation. 

Another reservation we have on section 203 is its references to first- 
class mail as the “preferred service” of the postal establishment. Cer- 
tainly it must be evident to everyone that the preferred service is really 
airmail, for which a premium rate of postage is charged. 

In section 302, on page 16, the bill provides in lines 8 through 14 
that— 

The postage for first-class mail shall be sufficient to cover (a) the entire amount 
of the expenses allocated to first-class mail in the manner provided by this title 


and (b) an additional amount representing the fair value of all extraordinary 
and preferential services, facilities, and factors relating thereto. 
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We believe this to be a mistaken concept in that 3-cent mail under 
the present rate structure is the standard service of the United States 
ae system and is not to be construed as being a preferred service. 

Ve reiterate that the preferred service is provided at the airmail rate 
of postage. 

{r. Chairman, the National Postal Transport Association is firmly 
of the opinion that the 7-cent rate of airmail postage as proposed in 
H. R. 5836 is fully warranted. Post Office departmental testimony be- 
fore this committee has been to the effect that airmail volume is in- 
creasing daily, thus indicating the —e to which the American public 
is relying upon this extremely valuable type of postal service. 

headin we submit that the additional revenues resulting from 
this proposed increase should be applied to expansion of distribution 
at airmail fields. The most expeditious handling and dispatch of air- 
mail is provided by postal-transportation clerks performmg distribu- 
tion at airmail field installations of the Postal Transportation Service. 

Finally, Mr. Chairman, we feel that in accordance with the com- 
ments included in this statement that the last item appearing in section 
208 (b) should be changed by striking out the exception, “except that 
first-class mail shall include domestic air mail other than air parcel 

” 

We believe that Congress has already ascertained that there are two 
types of service which should be made available to the American 
public. Those two types are the standard first-class service and the 
preferred airmail service, for which a premium rate of postage is paid. 

Post Office Department testimony before this committee has indi- 
cated that the American public is ready and willing to pay higher 
postage rates. The National Postal Transport Association believes 
this to be true within a context of improved postal service. We be- 
lieve such improvement should cover the entire range of postal service 
from preferred airmail to ordinary parcel post and circulars, We 
believe very firmly that where railway post-office service is withdrawn 
the American public is entitled to the creation of highway post-office 
routes to a far greater extent than anything so far accomplished. We 
believe no less firmly that Postal Transportation Service terminals 
should be expanded and modernized; that their valid and valuable 
function should be recognized and developed in order to render to 
the postal patron a level of postal service commensurate with this in- 
creased rate payment. 

One aspect of this type of Postal Transportation Service terminal 
development would be the proper assignment of so-called trapping 
centers to Postal Transportation Service jurisdiction. Trapping 
centers are postal installations designed to intercept the flow of sub- 
urban or rural mail and to avoid the bottleneck conditions currently 
prevailing in metropolitan post offices. Our experience has been that 
these trapping centers are themselves situated in congested areas. In 
order to secure improved postal service a new concept should be tried. 
The handling of mail in transit between the post office of origin and 
that of destination should be the exclusive responsibility of the Postal 
Transportation Service. 

We are certain that this distinguished committee in its wisdom will 
seek to insure improved postal service and maintain a clear delineation 
between the respective classes of mail. Therefore, we endorse the 
rate increase. provisions of H. R. 5836. 
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Mr. Chairman, we are happy to have been able to appear before you 
to present the views of the National Postal Transport Association and 
we are grateful to you for the courtesy we have been shown. 

The CHarrman. Thank you, Mr. Nagle. 

Are there any questions of the witness? 

Mr. Lestnsxr. Yes, Mr. Chairman. 

Mr. Nagle, do you agree with the concept that the mail has improved 
in service in recent years? 

Mr. Nacte. I think, to the contrary, Mr. Lesinski, service has de- 
clined. 

Mr. Lesinsx1. I am glad to hear that, because I hear other similar 
statements. According to my mail and that of other Members of 
Congress, it is not correct that the service has not improved. 

Do you feel that handling first-class mail by air is a more expedi- 
tious and practical and, servicewise, a better way of handling mail 
than by train ¢ 

Mr. Naate. I believe that potentially, of course, the transportation 
of mail by air is of great benefit to the postal patron. I believe that 
the rate of the postage for air transportation has been set at 6 cents, 
and I believe that until Congress changes the law in that regard, the 
rate of postage for mail transported by air should be 6 cents. 

Mr. Lestnskt. Is it not correct that mail handled by train is assorted 
from one point to another, leaves at a specific time daily and arrives 
at a specific time at its destination, and that schedules can be arranged 
in a more practical method for delivery and receipt, whereas by air- 
mail first-class it is a haphazard way, for, because either of weather 
or passengers or other increments, oftentimes the mail lies there 12 or 
14 hours before it is sent out? So actually handling by airmail is 
more of a hazard than by train. 

Mr. Naar. I believe, Mr. Lesinski, that for regular 6-cent mail 
transported by air for rather long distances, the scheduling is almost 
completely stable. I believe, on the other hand, that the “space avail- 
able” concept is one which not only is out of harmony with the rate 
structure, but which also is potentially out of harmony with the sched- 
ule pattern. 

Mr. Lestnskr. I am glad you brought that out, because it was my 
intent to find out what the situation is about. I have had the report 
that a Member of Congress, with a speech to make on Thursday, re- 
quested that certain mail in that connection be sent to him airmail 
special delivery, and that a speech for Saturday be sent regular mail. 
He got his regular mail Wednesday for the speech Saturday, and as 
to the speech that he was going to deliver Thursday, he got that Sat- 
urday; which means that the airmail arrived later than the first-class 
mail. So the public when it demands service does not get service, but 
oftentimes the situation is such that they receive service whether they 
want it or not. 

Mr. Naatr. I think you have made an excellent point, Mr. Lesinski. 
And I would like to recall that yesterday when Mr. Coleman was testi- 
fying he said that the postal patron makes the choice of the class of 
mail that he wishes to use. And I think that the case that you cited 
is an indication of that sort of thing. 

However, in some localities now, the postal patron does not make 
that choice. It is determined for him by the postal service. I believe 
that the types of service should be clearly outlined and that the postal 
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patron should be able to predict with almost mathematical precision 
when his mailing would be accomplished and when it would be de- 
livered. 

Mr. Lestnskt. Getting back to first-class being handled by air, due 
to the fact of the space situation, at the destination the people have 
no idea when it is to be there, whereas if it comes by train a post-office 
truck is there at a particular time for the arrival of that mail. Often- 
times if mail arrives by air, it is there for a number of hours. It has 
to be picked up and assorted before it goes into its regular channels 
of distribution. 

So actually there is a loss of time in handling by air. 

Mr. Naatr. That could be true in certain instances. 

Mr.  seennore I do not say that is general, but it does happen. 

Mr. Nae. It does, indeed. Our exper ience with first-class mail 
has been that the pattern of the flow of 3-cent mail carried on a space- 
available basis is reasonably constant and the Post Office Department 
has been able to determine the arrival time of 3-cent mail. I believe 
the most basic situation here is what rate is to be charged. And that 
is the aspect to which I have tried to direct my testimony. 

Mr. Lestnsxt. The bill calls for 7 cents, as you have stated, and as 
I believe, that the public wants to pay for the service it desires. 

Would it be practicable to raise it to 8 cents ¢ 

Mr. Nace. Mr. Lesinski, I believe it might be practical. I believe 
on the other hand that while we have not gone into the precise pro- 
visions of the bill in regard to the amounts of the rate increases that 
are selected, an increase of more than 1 cent on air mail might throw 
any proportion out of balance. And I think that accordingly prob- 
ably the 1-cent rate, under the present structure of the bill, would be 
adequate. 

Mr. Lestnsxr. Well, as you recall, the postal cards were raised in 
1952 in the 82d Congress from 1 cent to 2 cents. That was 100 percent, 
double. Now, again the Postmaster General is requesting an increase, 
to3 cents. Do you not think that is going a little far? 

Mr. Nace. You are saying that the increase from 3 to 4 and from 6 
to 8 would be in proportion ? 

Mr. Lestnsxt. I am talking about postal cards, in 1952, and now. 

Mr. Nacete. I do not know at what date the postal card service was 
instituted, but I do believe that your observation regarding the relative 
price of the card is a valid one; that the progression from 1 cent to 3 
cents may be rather rapid in that sense. 

Mr. Lestnsxr. In other words, the point I am driving at is that a 
practical increase should be brought out. 

Mr. Nacte. I am in emphatic agreement on that, sir. 

Mr. Lestnsxi. We have to consider each category separately, upon 
its merits. 

Mr. Naatz. That is correct. 

Mr. Lestnsxt. I am sorry I missed the first part of your testimony. 
That was unfortunate. But I know we alw ays learn something when 
you come here before us. 

The CHarrman. Mr. Porter? 

Mr. Porter. I would like to ask Mr. Nagle what he thinks about the 
precise rate provisions of H. R. 5836. 

I take it that your intention here is to approve the precise rate pro- 
visions in this bill ? 
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Mr. Nacuie. Mr. Porter, as I construe the situation, there are two 
bills before us which are identical. And I believe that ratemaking is 
an involved situation. I believe that the figures, the choices for in- 
crease, in the respective classes of mail that have been placed before us, 
are reasonable. If there had been a series of different rate structures 
between which we might have been asked to choose, our position might 
be different. But under the present circumstances, the rates that have 
been proposed appear to us to be reasonable. 

Mr. Porter. We had a witness yesterday, you may recall, who did 
not approve of a particular method one way or another, but just 
thought there should be a rate increase. And I want to ask you the 
same question I asked him, about this reasonableness. 

According to my calculations, it appears that the present deficit is 
caused to the extent of 6 percent by first class. Yet in the rate pro- 
visions of TH. R. 5836, 66 percent of the increase comes of first-class 
mail. Now, do you believe that is a reasonable way to take care of a 
rate problem ? 

Mr. Nair. The answer to your question in a single word is “No.” 
On the other hand, to the extent that the fact that you have outlined 
constitutes a qualific ation of the terms of our testimony, I am happy 
to make that qualification. 

Our testimony was prepared, I hope I can convey, on the basis of a 
given set of rates which we thought were generally reasonable. We 
have said in our testimony, for example, that we have said the cost- 
ascertainment feature of the Post Office Department is given rather 
more faith than it deserves, and within those terms, the answer to your 
question, I repeat, is “No.” 

Mr. Porter. If you would criticize the cost-ascertainment method, I 
assume that you would also criticize this putting of dollar signs, specific 
amounts, on so-called intangible factors. 

Mr. Naar. ” would indeed, sir. 

Mr. Porrer. You want us to add in the bill that “postal revenues 
will afford improved postal service.” Could you enlarge on that a 
little bit? You mean if they have more money, we will have better 
service ? 

Mr. Nacir. Mr. Porter, the language to which we are referring ap- 
e ars in that part of the bill which is a statement of policy. And we 
lieve that it should be a clearly delineated viewpoint of this com- 
mittee and of the Congress that the post-office service should be im- 
proved in order that per rh: aps the question raised by Mr. Lesinski would 
not arise again, about whether or not service has declined. 

Mr. Porter. Turning to page 2, you said that— 

Unless the trend is reversed, the postal patron who relies upon second-class 
mail service to bring him his newspaper or news magazine will find that the 
quality of his service has declined. 

Is it not your opinion that second-class mail now is getting a certain 
amount of preferential service along the line on which you testified / 

Mr. Naaue. The answer to your question is “Yes.” Prior to my 
coming to Washington, I was assigned to the New York and Pittsburgh 
Railway Post Office, and in that capacity I distributed newspapers en 
route between New York and Pittsburgh. And I know that especially 
on a Thursday night, when the financial weeklies were issued, and on 
other nights, when special types of periodicals were released or pub- 
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lished, the emphasis on the train was given to newspaper distribution 
in preference to letter distribution. 

r. Porter. That is the point I was getting at. Apparently there 
is no particular preference that would justify adding to the cost. 

Mr. Nacte. That is correct, sir. And may I elaborate just a bit 
on the comment I made about declining service at that point? Unless 
there is a place to provide for distribution of this type of valuable 

ublication, I believe that the financial weeklies, the financial dailies, 
1f you will, these small publications that have news value, which still 
do not have the volume, such as Life or Time, to perform their own 
distribution—I believe that those publications perform an extremely 
valid service to the American public. And I think that it is important 
that people such as I perform that type of distribution while in mo- 
tion, in order that delivery to the patron may be expedited. 

Mr. Lestnsxt. Will the gentleman yield at that point for an ob- 
servation ? 

Before the Revolutionary War, England imposed a high postage 
rate on mail for the purpose of bringing revenues to the British Isles. 
Congress, when it convened, the Continental Congress, repealed that 
and said that it should be a service. 

Now, in regard to what you have said, Mr. Nagle, that increased 
post-office facilities would expedite the mail, may I read you an excerpt 
from the Continental Congress of 1782: 


And be it further ordained * * * that in case the income of the Post Office 
shall, in any year, exceed the expenses thereof, the Postmaster General shall 
pay to the Treasurer of the United States the surplus, until the sums of money 
heretofore advanced, or which shall be hereafter advanced, by the United States 
for the support of the general post office, with interest thereon at six percent 
per annum, shall be repaid, after which such surplus shall be appropriated and 
applied to the establishment of new post offices and the support of packets, to 
render the Post Office Department as extensively useful as may be; and if the 
necessary expenses of that establishment shall exceed the profits arising from 
the post office, such excess, when properly ascertained, shall be paid on warrants 
of the Superintendent of Finance, by the Treasurer of the United States, to the 
Postmaster General, on quarterly payments, to enable him effectively to support 
the post office. 


To go on further, it states that the moneys paid to the Postmaster 
General for new buildings shall have the approval of Congress, which 
has been followed by the State, because of the fact that as far back as 
prior to World War II, Congress did appropriate funds for new post 
offices. 

On the other hand, why did the Postmaster General turn back $30 
million here a few years ago when he needed additional so-called equip- 
ment, trucks and so forth, for the use of the Post Office Department. 
It was under his prerogative at that time, because he needed it. On 
the other hand, he turned the money back. 

Does that follow through with what you are talking about? 

Mr. Naete. Mr. Lesinski, first, I have no idea of the reason why 
the Postmaster General returned these funds. The purpose, basically, 
of our appearing here before you this morning is to insure that regard- 
less of any postal policy that there might be established, there should 
be funds available; there should be either revenues or other allocated 
funds available to make certain that the necessary facilities could be 
np 

{r. Lestnsx1. What I am driving at—I am sorry to take up your 
time, Mr. Porter—is that the Post Office Department has the preroga- 
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tive of purchasing equipment for expeditious service to the Republic, 
but it does not have the prerogative of putting up buildings, which 
the Postmaster General himself has said he needs. It is a prerogative 
of Congress to appropriate funds for buildings. 

Mr. Naciz. That isa peculiar situation, sir. 

Mr. Lestnsx1. Thank you, Mr. Porter, for yielding. 

Mr. Porter. I would be interested in the gentleman’s opinion as to 
whether the second- and third-class rates could, as a practical matter, 
be increased more than this bill provides. 

Mr. Naate. I believe, sir, that the phrase that was used yesterday, 
“what the traffic will bear,” is perhaps rather substantially higher in 
the cases of the profitable publications, the large-scale magazine indus- 
try than this bill provides. 

Mr. Porter. You can conceive of a line being drawn which would 
protect some of the smaller ones which need protection ? 

Mr. Nacix. Yes, indeed. I think definitely, sir, if I may run dan- 
gerously close to this same intangible thing you mentioned earlier, in 
a definite field, I think that the area of education and of cultural values 
should surely have some basic standard that could be applied. And I 
think that the publications might properly have their service to the 
American public measured in a scale of some sort in that regard. 

Mr. Porter. Are you at all familiar with the possibilities of savings 
by the Post Office in connection with taking bids on their airmail 
shipments ? 

Mr. Nacie. Are you speaking, sir, of the space available? 

Mr. Porter. Yes. 

Mr. Naaete. I think, sir, that I am. 

Mr. Porter. You say on page 5 of your testimony that— 
the additional revenues resulting from this proposed increase should be applied 
to expansion of distribution at airmail fields. The most expeditious handling 
and dispatch of airmail is provided by postal transportation clerks performing 
distribution at airmail field installations of the Postal Transportation Service. 

In this general field of improving our financial situation, I was won- 
dering if you had any information about how we could further save 
money in connection with airmail. 

Mr. Naate. I believe, sir, that there are savings involved in handling 
mail as closely as possible to points of interchange, for example. 

Now, I would like to comment on the fact that in your own State 
of Oregon we have been seeking to secure the establishment of an air- 
mail facility at Portland. And we believe that the services to the 
postal patron, in order to be sound and worthwhile, require that type 
of installation to be established. And so far we have not been success- 
ful. And that is one of the things that I feel should result from a 7- 
cent rate of postage. 

Mr. Porter. I thank the gentleman. 

The Cuarrman. Mr. Hemphill? 

Mr. Hemput. I was very much interested in your testimony and 
I think it has been very fair. I want to ask you just a few questions. 

In the first place, do you believe that Congress should adopt a postal 
policy, first, and then consider the question of rate increase? 

Mr. Nace. Yes, sir. 

Mr. Hempuiiy. In your testimony on page 4, you stated : 


Under presently confused circumstances, one postal patron may spend 26 
cents to secure airmail special-delivery service and yet have the mail bearing 
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such postage be transported by surface means and delivered by the regular 
carrier route man. This service is available to anyone for 3 cents. On the other 
hand, some postal patrons are able to get airmail service for a single 3-cent pay- 
ment. 

Do you have reference to that aan that came out on March 7, 
1957, in the Washington Daily News by a Se rippe-How ard writer 
named Vance Trimble called Our Mysterious Post Office ¢ 

Mr. Nacte. Sir, the answer to your direct question is “No.” Our 
testimony here was predicated upon our own experiences in this field, 
both from the standpoint of our office operation here in W ashington 
and from the standpoint of our people who hold office in the field ‘and 
who have been paying close attention to this type of thing. 

Mr. Hempuiw. Then is it your opinion that that sort of situation 
would be eliminated if you had a definite postal policy ? 

Mr. Nate. I think, sir, that it would be, yes. 

Mr. Hemrpuu. In other words, in the opinion of your organiza- 
tion, such a policy would improve the service to the people of the 
United States? 

Mr. Nace. Yes, sir. 

Mr. Hempui. That would apply not only as to airmail service but 
as to rail transportation and whatever class of mail was involved. 

Mr. Nace. Precisely, yes. 

Mr. Hempnitn. Now, I might ask you, sir: Did you go before the 
Subcommittee on Appr opriations for 1958, Mr. Gary, chairman, this 
year ? 

Mr. Nace. Yes, sir. 

Mr. Hemrpuity. Were you present when there was testimony by Mr. 
Siedle, of the Post Office Department, about this 3-cent airmail ex- 
periment ? 

Mr. Naete. Sir, I was not present. The situation in the Appropria- 
tions Subcommittee is that the hearings are not made public until 
after the processes have been concluded. 

Mr. Hempuiti. Let me ask you this, then. If vou think it is an 
unfair question, do not answer it. Are you familiar with this pilot 
experiment in ¢ arrying airmail for 3 cents? 

Mr. Naetr. Yes, sir. 

Mr. Hempnizy. I believe it has been classified as “space available” 
type mail. 

Mr. Nacte. That is true. 

Mr. Hemwpam. From your experience, can you explain how that 
mail can be carried for 3 cents. I am curious. Instead of 6 cents or 
7 cents as now proposed ? 

Mr. Nace. There are two general explanations, sir. One is that 
any carrier, in my understandi ourse I am not a common 
carrier engaged in the common-carrier industry, but my understand- 
ing is that any common carrier is able to fill out capacity at any time to 
a profitable extent at very low rates. 

For example, a little while ago I flew from LaGuardia to Washing- 
ton on a first-class flight, and one-half of the plane, the seats were filled 
with 3-cent mail. I think here is a plane that would otherwise not 
have been paying its way. The same with Greyhound buses. In some 
instances buses are now transporting mail on availability of space. 

Mr. Hempniy. I might ask you this: Have you made a study as 
to the cost of transportation by air? 
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Mr. Naaus. My figures won’t be precise, sir, but. my understanding 
of the 6-cent transportation cost of airmail is approximately 45 cents, 
and the 3-cent space-available cost is approximately 20 cents a ton-mile. 

Mr. Hemput.. With reference to the actual cost per item, is not 
6 cents _ e than sufficient to pay the cost of airmail ? 

Mr. Nacte. I believe, sir, that the allocated costs might show that 
the 6-cent rate is now breaking even. I believe on the other hand, as 
I have indicated earlier, that the facilities for handling this type of 
mail are not now remotely adequate. 

I believe that since we are told very frequently to consider prog- 
ress, we might consider progress in the field of air transportation and 
look to the ‘multiplied volume of airmail flow, and that present reve- 
nues from airmail might probably be adequate. They might be so 
found, to expand these facilities, in anticipation of the greatly in- 
creased flow of airmail. 

Mr. Hempuity. The next question I want to ask you, sir: I am very 
much interested in your statement, on page 5, the middle of the page, 
there: 

We believe this to be a mistaken concept in that 3-cent mail under the present 
rate structure is the standard service of the United States postal system and is 
not to be construed as being a preferred service. 

May I assume from that, that in the hght of your grassroots experi- 
ence in actually handling mail—the 3-cent mail is really not preferen- 
tial but just standard procedure? And not only does that standard 
procedure apply to first class but on most occasions second class ? 

Mr. Naaue. Let me qualify that to say that the second-class mail 
that would receive that treatment on occasion would have a news value 
to the postal patron, as a general thing. 

Mr. Hemputrn. I hate to keep asking questions, but one question 
suggests another. Do you believe that the value to the patron should 
be considered in fixing rates? 

Mr. Nacte. I think it should be considered in fixing postal policy, 
sir. 

Mr. Hempniiy. If you are speaking of postal policy, are you famil- 
iar with what are commonly termed “the subsidies” which presently 
exist for certain types of mail? 

Mr. Nace. Yes, sir, I think so. 

Mr. Hempiity. And do you think in the consideration of those sub- 
sidies by which actually the taxpayer pays for the carrying of the 
mail, instead of the person that uses the mail—do you think that the 

value of the newsprint or whatever it is to the patron should be con- 
sider w in determining that, as to that type of mail ? 

Mr. Nacuir. My answer to your question is in one word: “Yes.” I 
think so. Sec ondly, I believe that the reason for this is that we Fould 
have a scale against which the cultural or educational or other value 
still to be determined might be measured. 

Mr. Hemrpui. All right, sir. I might ask you another question. 
You said that. you believe the handling ‘of mail in transit between the 
post office of origin and that of destination should be the exclusive 
responsibility of the Postal Transportation Service. 

Can you tell us what difficulties you now see ? 

Mr. Nacue. The most prevalent difficulty now, sir, is that with the 
withdrawal of railway post office service, and en route distribution 
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generally, such as highway post offices, the distribution of mail which 
previously had been handled in that type of facility is now being 
handled in post offices. And the second type of problem that we have 
confronting us is that currently there is a program being instituted 
for establishing a series of trapping centers, so-called, of which the 
function is to divert mail flow so as never to reach the congested down- 
town metropolitan area. 

Under present policies under which postal transportation facilities 
are not being established at strategic points, the fact is that the trap- 
ping centers are themselves located in congested areas, and the value 
to the postal patron is therefore diluted. 

Mr. Hiawenies, Now, I understood you to say you had made a study 
of these hearings before the Committee on Appropriations. 

Mr. Nacte. Yes, sir. 

Mr. Hemruiiy. Have you studied that part of the record in which 
I believe Mr. Stans, on page 80 of those hearings, made the statement : 

Nobody likes to be associated with an organization that is many years behind 
the times. 

Do you think the Post Office Department is many years behind the 
times ¢ 

Mr. Naaue. Sir, my answer to the question is: No. I think it is 
not. I think that the facilities are basically sound. I believe that their 
use is sometimes open to question. I think that perhaps the emphasis 
on economy as against service, the cost factors as against service fac- 
tors, have tended to create perhaps an illusion or an illusory situation 
of being outmoded. 

Mr. Hemrpuity. Well, I have in mind also—I will be glad to show 
you this, that when Mr. Siedle testified on page 7 of that hearing, he 
said this: 

There is an urgent need for surface transportation agencies to adopt new 
methods to make possible better service and more reasonable rates for mail, 
express, and small-size packages of freight. 

Do you agree with that statement ? 

Mr. Naauez. I would have to put a qualified “yes” to the statement. 
I would say that what the gentleman had in mind is that he was speak- 
ing of the Department’s plan for mechanized or automated develop- 
ment of machinery or equipment. And I think that perhaps the im- 
mediate problem is to insure sound service to our patrons under the 
present stage of development of mechanized field of operation. 

Mr. Hempnitt. And you agree with others who say that mecha- 
nization may be one of the answers to improved postal service ? 

Mr. Naeue. It could be. It certainly will contribute, sir. 

Mr. Hempui. One more question. I do not believe you testified 
last year, did you? 

Mr. Nactx. No,sir. This is the first time. 

Mr. Hempuiti. Are you familiar with the testimony generally of 
last year ? 

Mr. Naat. I think so. 

Mr. Hempnix. Do you remember Mr. Robertson’s testimony last 
year on page 49, in which he said: 

“No changes are proposed for post cards or postal cards. No 
changes are proposed for drop letters” and so on. So far as the han- 
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dling of postal cards is concerned, are postal cards given standard 
treatment, or preferential treatment ? 

Mr. Naete. In my experience, the treatment given them is standard. 

Mr. Hemrnuiii. From your experience is the 2-cent present rate on 
post cards sufficient to pay the cost ? 

Mr. Nactx. I would say probably yes. 

Mr. Hempumn. Finally, let me ask you: You were talking about the 
cost-ascertainment system. Is it the view of your organization that 
since there is no preferential treatment, any allocation of costs under 
the cost-ascertainment system for first-class mail because of supposed 
preferential treatment would be an accounting error { 

Mr. Naatp. I will give a qualified “yes.” Yes, sir. 

Mr. Hempuiy. In other words, in your opinion it would not be a 
proper way of ascertaining the costs, because the condition does not 
exist at present ? 

Mr. Naote. I would say definitely “no.” 

The Cuarrman. Any other questions? 

Mr. Gross. I want to ask questions, but how about these gentlemen 
at the end of the table? 

The Cuatmrman. Yes. Any of you who want to ask questions. 

Mr. Gross. I want to commend you, Mr. Nagle, particularly for 
the suggestion of an amendment to the bill to say that increased postal 
revenues should afford improved postal service and more nearly equal 
postal expenses. If this bill is to be passed, I think it ought to contain 
some reference to improved postal service. 

I am curious to know, in answering Mr. Porter’s questions concern- 
ing the transportation of 3-cent first-class mail by plane—I am very 
much interested in your statement that such mail is carried in the seat- 
ing compartment of airplanes. 

Mr. Nacte. It is on occasion; yes, sir. 

Mr. Gross. Now, I am curious to know—and you are in the trans- 
— business—the physical handling of this mail. For instance, 

ow is an airline company to know that there will be seats avail- 
able in which mail can be hauled in a plane in time to, we will say, 
get mail from the New York terminal out to LaGuardia Field ? 

Mr. Nacte. Mr. Gross, within our experience, the flow of mail on 
a given day of the week at a given season of the year is relatively con- 
stant, and so, all other things being equal, the amount of mail which 
would develop, let us say, at LaGuardia Field, or which could be de- 
veloped at LaGuardia Field, at midnight on Monday night, which 
was the time when I had my experience, would be reasonably constant. 
And at the same time the passenger traffic flow would also be reason- 
ably constant, and that would be the way in which these two factors 
would come together. 

Mr. Gross. I see. But what would happen to this mail if the avail- 
ability of space were suddenly taken by passengers? 

Mr. Nactr. The instructions, as I recall them, sir, are that if such 
mail would be at the airport for a greater period than 12 hours, it is to 
be returned to the post office or other facility for dispatch by surface 
medium. 

Mr. Gross. In other words, then, this mail could set at the airport 
for 12 hours before it was returned to the terminal in New York City 
for dispatch by other means of transportation ? 
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Mr. Naeir. The answer is “Yes.” But the information given me, 
sir, is that this practically never happens; that the airlines are in fact 
able to accumulate the available volume. 

Mr. Gross. Well, I am interested in the fact that it could happen. 

Mr. Naete. It could ; yes, sir. 

Mr. Gross. And mail be delayed for 12 hours by virtue of the fact 
that no space was available at the airport. In other words, a letter 
for Washington, D. C., taken to the airport, and no space available, 
no space available for the transportation, could be held for 12 hours, 
sent back to New York, and then redispatched to Washington, D. C. 
That would be pretty lousy mail service. 

Mr. Nacte. In the terms you have expressed it, Mr, Gross, as I 
understand it, this could happen: The mail could be loaded, and 
then the passenger payload could be greater than what had been antici- 
pated, and this mail would, as they use the term, be off-loaded and lie 
at the airport in Washington here for such time until it could be trans- 

ported back to Union Station and transported by railroad. That has 
h 1appened in some cases, but 1 would not want to create the impression 
that it happens frequently. 

Mr. Gross. I appreciate your explanation. You, I believe, will 
agree that the Post Office Department has not substituted highway 
post offices in numbers necessary to take care of the abandonment of 
train service. 

Mr. Naceix. They certainly have not, sir. Not adequately. 

Mr. Gross. That is all. Thank you. 

Mr. Lestnsxi. Mr. Chairman, I have two questions. 

Now, if you do not wish to answer this, very well. Would it be prac- 
tical for the committee to insist that first class may be handled by air- 
mail if there are regular scheduled airmail routes, or rather, planes 
to handle airmail? Otherwise first class shall be handled by conven- 
tional methods ? 

Mr. Nacre. That substantially, Mr, Lesinski, is the present situa- 
tion. 

Mr. Lestnsxi. I beg your pardon. It does not follow the thought 
you expressed in colloquy with the gentleman from Iowa. My thought 
is that if there is a regularly scheduled freight plane, not passen 
but a commercial freight plane, to handle first-class mail from one des- 
tination to another, on a regular schedule, the Post Office Department 
may handle first class by air; otherwise through train. 

Mr. Nacte. I understand, sir, that that is being done now, that cargo 
carriers do transport this same kind of mail on the availability of space 
basis. 

Mr. Lestnsxi. That is the point. Availability of space. That is 
what Iam driving at. In other words, these are carried airmail or first 
class in toto, have a reservation of space for first-class mail. But if 
they put it on the availability of space, then they may or may not han- 
dle that mail ? 

Mr. Nace. Sir, now my answer is this: If that were to be done, 
then the 45 cent per ton-mile rate would need to apply to it, and the 
experiment would no longer be economic pail feasible in any area of 
the country, even the most “he: ivily traveled area 

Mr.\Lestysk1. Well, going back to our testimony previously, as we 
have so stated, the mail may or may not go by air, and it may hold 
back the delivery of mail. 
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Mr. Nacue. That can happen, sir, yes. 

Mr. Lesinsx1. What I am trying to do is to see that the Post Office 
Department schedules the mail properly. 

Mr. Naaue. Sir, if that is done, then the rate will have to be adjusted, 
and the 45 cents a ton-mile would apply. 

Mr. Lestnsk1. One more « Geren. Why is it that the Post Office 
Department pays almost double for transportation of mail by railroad 
than regular air carrier? I understand they pay considerably more. 

Mr. Nacue. I am not aware of any payment by the Post Office 
Department to railroads, at a higher rate than that for comparable 
cargo or comparable transportation in a given trade. 

Mr. Lestnsxt. Well, I have that information. 

Mr. Roseson. Would you want to hazard an estimate as to what 
percentage of mail is delayed under this arrangement? Is it a higher 
percentage ? 

Mr. Nacue. I would say it is very low. 

Mr. Rogerson. And is the delay of a smaller percentage offset con- 
siderably by the expediting of a larger percentage? 

Mr. Nace. Sir, the problem is not precisely that situation. The 
problem is this: that the postal patron is not in a position now in 
certain areas to make the choice of the program he wants, and he 
may have his mail subjected to delay. ‘The second, and we believe 
the most fundamental thing, i is that in this 3-cent flying experiment, 
in order to finance the 3-cent flying experiment, en route distribution 
in railway post office cars was cut back sharply, and consequently the 
postal patron everywhere has suffered as a result of that kind of 
transition. 

Mr. Rosgson. That is what I wanted to get. That is all. 

The Cuarrman. Thank you very much. 

Mrs. Granahan ? 

Mrs. GRaANAHAN. I would like to ask Mr. Nagle a question. Quite 
a few of my people from Philadelphia are asking me about a report 
that they are going to consolidate the transportation system with the 
operations districts in the Philadelphia region. Can you tell me any- 
thing about that ? 

Mr. Nacie. Yes, Mrs. Granahan, | The situation first came to my 
attention after the appropriations hearings which were mentioned 
earlier today here. At that time, Mr. Stans referred to this experi- 
ment which is being planned in, I believe, Harrisburg, Pa., and Pitts- 
burgh, Pa. 

The next time it came to my attention was at the subcommittee hear- 
ing, I believe headed by Mr. Robeson, and I discussed the matter with 
him briefly after that, and I gathered that substantially the same testi- 
mony that had been presented at the Appropriations Committee had 
been presented at that tame by Mr. Stans. 

Basically, the plan, as I understand it, is to eliminate the operations 
managers and the transportation managers and to create instead sort 
of a district headquarters combining the two and to assign, in addition, 
field representatives to given areas ‘of the districts. 

Mrs. GRANAHAN. What effect has this had on the postal service ? 

Mr. Nacre. If in the process of this division the Postal Transporta- 
tion. Service is given the benefit of its potential and is expanded, we 


believe it can be good. The information we have so far is in the 
negative. 
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Yesterday afternoon, the two gentlemen here with me and I con- 
ferred with Assistant Postmaster General Lyons and Deputy Assistant 
Postmaster General Hahn on this problem, and it was explained to 
us in a bit greater detail than anything previously. But we still 
are unable to venture an opinion upon what the impact will be on 
postal service. 

Mrs. GRANAHAN. Have you discussed it with the regional director in 
Philadelphia ¢ 

Mr. Nagte. I tried to discuss it with Mr. Myers in Philadelphia, 
but his line was accepting no calls. I found that our division presi- 
dents in Philadelphia and in Harrisburg were having the same diffi- 
culty. We have had a little bit of trouble in establishing cordial rela- 
tions with the regional director in Philadelphia. 

Mrs. GranaHan. Well, since you have not been given any informa- 
tion on the subject, could you give me any idea what the impact of 
the experiment might be? 

Mr. Naciz. Well, if we go back to the situation we mentioned earlier, 
of taking transit mail and putting it in available facilities, instead of 
providing the necessary facilities at a strategic location, it could result 
in the reassignment of substantial numbers of our people. 

Mrs. GranaHan. Thank you, Mr. Nagle. 

Mr. Nacte. Thank you. 

The Cuatrman. Any further questions? Mr. Rees. 

Mr. Regs. I believe you indicated you are not entirely satisfied with 
these rates in this bill. 

Mr. Naate. If I indicated a lack of satisfaction 

Mr. Rees. I may have misunderstood you. You say, “Well, we are 
tuking them because they are in the bill,” or “as they are in the bill,” 
or something of that nature. 

Mr. Nacte. That is true, sir. 

Mr. Rees. Do you have any suggestions with respect to the rates 
that ought to be charged? If you do, we would be glad to have you 
submit them. 

Mr. Nacte. Mr. Rees, on the basis of our limited experience in the 
rate structure, we believe that the rates that have been proposed in 
H. R. 5836 and 5839 are reasonable. 

Mr. Rees. That is what I wanted to know. 

Mr. Hempuiix. Did I understand you to say that the Post Office 
Department would not accept calls? 

Mr. Naotr. Yes, sir. I tried to call the regional director in Phila- 
delphia on Wednesday and was told that the line, Evergreen 2-5700, 
the regional director’s number, “is accepting no incoming calls.” 

Mr. Lesrnsxt. Will the gentleman yield at that point? 

Mr. Hempui. In just another moment. I believe you said you 
had had the same experience at other post offices ? 

Mr. Nactx. No, sir. I said that our field offices in this particular 
area had the same difficulty on this occasion, and yesterday, with this 
same public servant. 

Mr. Hempni. I would appreciate your giving me a report. I 
am interested in the sort of public servant who fails us by giving that 
sort of poor service. 

Mr. Lestnsxt. Was the gentleman playing politics, or working for 
the Post Office Department ? 





READJUSTMENT OF POSTAL RATES 139 


Mr. Naete. I cannot answer the question, sir, but I would like to 
say this, if I might: We do have now machinery afoot for schedul- 
ing a meeting, a formal discussion, with the gentleman from the Phila- 
delphia region, and I am hoping that it will be satisfactory. 

Mr. Dennison. Mr. Nagle, what are the usual posta] functions per- 
formed by the members of your organization ¢ 

Mr. Nace. Mr. Dennison, our members are assigned to duty in rail- 
way post office cars and highway post office vehicles, in airfield facili- 
ties, and in what we used to call railway post office terminals and now 
call postal transportation service peomet «A They are usually located 
near railways. 

Mr. Dennison. Are they the same employees that pick up the mail 
in the mailboxes in these trucks? 

Mr. Nair. No, sir. Those are generally, I believe, mounted letter 
carriers. 

Mr. Dennison. You urged the deletion of section 109. 

Mr. Nactg. Yes, sir. 

Mr. Dennison. Would you care to elaborate on that, as to why you 
think that is a good thing? 

Mr. Naat. We believe, sir, that the concept of affording the retire- 
ment structure to all Federal employees was intended by Public Law 
854 to be set up on a uniform basis. We think that it is something 
which is in the region of double taxation to assign this to the postal 
revenues, on one hand, and to the taxpayer on the other, for other 
Federal employees. 

Mr. Dennison. You would agree with me, however, would you not, 
that the postal rates should be designed to effect a pay-as-you-go policy 
or should be designed under such a policy as that ? 

Mr. Naat. I believe, sir, that there should be an effective postal 
policy and a sound rate structure. I do not embrace the concept of a 
relationship between postal salaries and postal revenues. However, 
I do think that, basically, the matter of a pay-as-you-go situation, as 

ou have outlined it, is true, because that is what in effect we have said 
ere. 

Mr. Dennison. In other words, it should be put on substantially a 
businesslike basis—your postal operation ¢ 

Mr. Naate. I would say that is substantially correct ; yes. 

The Cnarrman. Allright. Thank you very much, Mr. Nagle. 

Mr. Naeue. Thank you. 

The CuarrMan. The next witness is Mr. Daniel Jaspan, legislative 
representative of the National Association of Postal Supervisors. 

We will be glad to hear from you, Mr. Jaspan. 


STATEMENT OF DANIEL JASPAN, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Jaspan. Mr. Chairman and members of the committee, for the 
record my name is Daniel Jaspan. I am legislative representative of 
the National Association of Postal Supervisors. Our association is 
composed of about 20,000 postal supervisors throughout the United 
States. 

Mr. Chairman, these hearings have been going on for quite a while, 
and in the interest of trying to expedite them and get them to an end, 
I am submitting a prepared statement to the committee rather than 
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reading it. The chairman, I believe, has also received a letter from 
our national president, Mr. Nave, which we would like to have sub- 
mitted to be included in the record. 

The Cuarrman. Very well, both your statement and Mr. Nave’s 
letter will be included in the record at this point. 

(The letter and statement referred to follows :) 


NATIONAL ASSOCIATION OF PosTAL SUPERVISORS, 
Chicago, Ill., March 18, 1957. 
Hon. Tom Murray, 
Chairman, House Post O fice and Civil Service Committee, 
Old House Building, Washington, D. C. 

Deak Mr. CHAIRMAN: The National Association of Postal Supervisors, in the 
interest of conserving time, resorts to this means to present to you and members 
of your committee, it’s views regarding the provisions of H. R. 5836, a bill to 
readjust postal rates and to establish a congressional policy for the determina- 
tion of postal rates, and for other purposes. 

Both purposes of this bill have our unqualified endorsement and wholehearted 
support. In our estimation, the upward revision of rates is the only solution 
to the complex problems continually facing the Post Office Department and its 
employes; as well as users of the mail and taxpayers. In hearings after hearings 
held by committees of Congress the issues involved have been consistently told 
time and time again. Persons and officials involved have varied, but not the facts. 

During hearings held by your committee in the 84th Congress, postage rate 
increases were ardently advocated by Postmaster General Summerfield and 
supported by former Postmasters General James A. Farley and Jesse M, Donald- 
son. This is convincing proof that adequate postal revenue is—and should con- 
tinue to be—a nonpartisan matter. Many prominent users of the mail also 
supported an adequate revision of postal rates. There is no question about 
the widespread and ever-growing concern over the increasing and recurring postal 
deficits. Everyone understands too that the Post Office Department simply can- 
not balance 1957 operating costs with 1932 revenues. It is to the credit of the 
House of Representatives that it favorably acted on a bill to provide for more 
revenue in the last session of Congress. 

The rates proposed in this bill for first, second- and third-class mail are ac- 
ceptable—but hardly adequate. Our acceptance of the rate provisions part is in- 
fluenced by the urgent need to increase revenues as soon as possible and by the 
splendid postal rate policy set forth in title II of this bill. 

We appreciate that rate issues are not the easiest issues for Congress to suc- 
cessfully resolve to the satisfaction of all users of the mail and in the best in- 
terests of the Post Office Department, We sincerely feel, however, that the 
stated findings of Congress, as outlined in this bill, plus the requirements of sec- 
tions 203, 204, 205, 206, and 207, is a great stride in that direction. 

We, therefore, congratulate the proponent of this bill and other proponents of 
similar bills on their keen understanding of the issues involved. and .anrgently 
recommend your early and favorable consideration of this measure with a view 
to its early enactment into law. 

Respectfully, 





M. C, Nave, President. 


NATIONAL ASSOCIATION OF POSTAL SUPERVISORS, 
Washington, D. C., March 19, 1957. 


STATEMENT IN SUPPORT OF H,. R. 5856 AND H. R. 5839 


To the Honorable Chairman and Members of the House Post Office and 
Civil Service Committee: 

My name is Daniel Jaspan. I am the legislative representative of the National 
Association of Postal Supervisors, composed of 20,000 supervisors in the postal 
field service. Our association, which is considered part of the “management” 
level of the post office, has long felt that something concrete should be done to 
reduce or eradicate the huge postal deficit which has been rapidly mounting 
for many years, 

The majority of our members have spent most of their postal careers with 
postal rates substantially as they are today, and it must be remembered that the 
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vast majority of our members have had 25 years or more postal service. Let us 
compare the postal rates with some of the other services. In 1932, when the price 
of a stamp for letter postage was 3 cents—as it still is—a telephone call could 
be made for 5 cents—now it is 10; a telegram could be sent for 25 cents—now 
that cost has multiplied; many trolley fares were from 5 to 7 cents—now it is 
the exception to ride for less than 20 cents; many railroads carried passengers 
for 1 cent a mile—that rate has tripled; there were many popular magazines 
that could be bought for 5 cents—now there are few, if any, which can be pur- 
chased for less than 15 cents; the 2-cent newspaper of 1932 has yielded to the 
5-cent newspaper of 1957; even the “good 5-cent cigar,” which an illustrious Vice 
President said this country needs, could be obtained easily in 1932. There is 
probably nothing, whether it be goods or services, that can be procured today 
at less than twice its 1932 cost; nothing, that is, except the cost of mailing a 
letter. 

Some of the other classes of mail have had increases in cost since 1932, but not 
enough to help reduce the great deficit. It may seem easy enough to pass the 
burden to someone else to pay, but we must remember that we are saddling our 
own children with a debt not of their choosing, and one that can easily be 
avoided. It is bad enough that unavoidable debts will be passed on to them. 
But, those of us who are enjoying this great postal service today can easily 
absorb the necessary increases without making any sacrifice. 

Our top postal officials have worried about the enormous debt for many years. 
The present administration, and previous ones, have tried to do something about 
it. The postage rate is not, and should not be, a political issue. A decision should 
be reached on the merits of the case. We feel confident that this distinguished 
committee will approach the problem from that angle. 

We agree in principle with every section of title L If it can be done without 
delaying the passage of these excellent bills, however, we feel that consideration 
should be given to rates higher than suggested in them. If consideration of 
higher rates would delay passage of legislation during this session of the Con- 
gress, we hope that the door will be left open for further consideration in the 
very near future. Of equal importance to use is title Il: Postal Rate Policy. 
We feel that, with the enactment of this declaration, the Congress will have ad- 
vanced considerably along the road to progress, and that a situation, such as 
exists today with the postal rate structure, will no longer occur. It has long 
been an objective of this association to have a set declaration of policy whereby 
some parts of the postal service would be considered “business” and some parts 
“service” or even all “business,” and made to pay its own way, or all “service.” 
In the absence of any clearly defined declaration of policy, we find that a condi- 
tion such as now exists is inevitable. As mentioned in paragraph (6) of section 
202, “the Congress has not laid down a firm policy (except for fourth-class mail 
and certain special services authorized by law).” It may be well noted that we 
are no longer faced with a mounting deficit caused by too low rates on fourth- 
class mail. That has been declared a “‘business” and is conducted as a business. 
We are also in agreement that, since firstclass mail is a preferred service, it 
should not only cover its own expenses, but should cover “an additional amount 
representing the fair value of all extraordinary and preferential services,” ete. 
We are happy to find paragraph (c) (3) (A) of’section 208, whereby the Federal 
Government will assume and pay the charges considered “services.” We feel 
that the language in paragraph (c) (4) of section 203 should be more specific 
and require an adjustment of postal rates at a definite period, such as every 2 
years, instead of “from time to time.” The 2-year period is suggested, since the 
Postmaster General is required to conduct a review of the postal-raté structure 
“not less often than every 2 years.” 

We are heartily in favor of the report required in paragraph (b) of section 
206. by the Postmaster General. We hope that adjustments will be given more 
than perfunctory consideration whenever these reports are submitted, and that 
the recommendations required by paragraph (b) (3) of that section will be 
heeded. 

We urge your immediate and favorable consideration of H. R. 5836 and H. R. 
5839 so that the new rate structure can be put into effect by July 1, and thus halt 
and reverse the trend of the postal deficit, which has grown despite increased 
efficiency and excellent management. 

DANIEL JASPAN, 
Legislative Representative. 
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The Cuarrman. You may elaborate as you see fit. 

Mr. Jaspan. We are on record, Mr. Chairman and members of the 
committee, as being in favor of increased postal rates, and our asso- 
ciation is in favor, in general, of title I of this bill. We particularly 
are interested, even more, in title II, because for the first time there 
will be a policy set up by the Congress so that the postal rates will be 
studied and adjusted. 

There is only one thing that we would like to suggest in that, in 
particular. Where it says that the Congress shall examine the rates 
from time to time, based on the report of the Postmaster General, we 
would like to have that changed, because you have been examining it 
from time to time now, and this is what 1s happening: It is 25 years 
since there was a reasonable adjustment. 

Since the Postmaster General is required to submit a statement in 2 
years, we believe that this committee or the Congress should examine 
the postal rates every 2 years. And, as I said, we are in agreement with 
the rest of title II, and very happy to see it inserted. We hope, par- 
ticularly, that that will come out as legislation. 

That is about all I have to submit, Mr. Chairman, I thank you for 
the time given me. 

The Cuatrman. Mr. Lesinski ? 

Mr. Lestnsxr. In view of what happened in past history, in 1780 
the Treasury repaid out $163,800. In 1794 Congress, because of the low 
amount of money in the Treasury, tried to establish a pay-as-you-go 
basis. Then they decided that it should be a matter of service first. 

In 1844, they again endorsed public service. In 1845 they cut rates. 
The volume was doubled. And in 1851 the same. And they again 
reiterated that it was primarily a service organization. In 1920, the 
Postmaster General has stated this: 

The Post Office Department is not for profit nor for anything political, but for 

service. 
Is it not true that the Department has to do many things that normal 
business would not do? For instance, certain routes it has to carry, 
rural routes? And it has to handle mail that is carried unprofitably. 
In that vein, it could not operate as a business to be able to maintain 
the pay-as-you-go basis. 

Mr, Jaspan. That is why we are so interested in this bill. Title II 
of the bill would break down definitely what is service and what is 
buesiness. Business would pay its own way, and service would be made 
up by appropriations by Congress, and there would not be a deficit. 

Mr. Lestnsk1. This committee just reported out a bill that would 
show the difference between certain categories of mail. I think it was 
$28 million. In other words, the first class might be making a lot of 
money today. We do not know about that. Is that not correct? Ac- 
cording to your statement ? 

Mr. Jaspan. No, nothing in my statement implied they were making 
money today. 

Mr. Lestnsx1. You said that Congress should decide what is a loss 
in the Department and should therefore establish a definite rate, and 
also differentiate between service and definitely allocated costs. And 
in that vein, if Congress accepts the so-called tangibles from first 
class and pays that separately to the Federal Treasury, then first 
class might be making money there. 
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Mr. Jaspan. Mr. Lesinski, I believe it is generally agreed that the 
first-class mail should pay its way, and there would not be any part 
of that allocated to the service function. That would be definitely 
business. The service, it is my understanding, would come in mostly 
in the second- and third-class mail; what part of that would be ser vice ? 
But in first class, I doubt whether there is any service that could not 
be allocated to business. 

Mr. Lestnsxr. Well, is it not true that first-class post offices make 
money, because the business is there, but your second, third, and fourth 
class lose money in that service, and that money comes from the first 
class? 

Mr. Jaspan. The first-class mail is not enough to cover that service, 
as you can see by the deficit. 

Mr. Lestrnsxi. I realize that, sir. 

Mr. Jaspan. There is still a deficit. Even using your way of figur- 
ing, you still have a deficit of over $400 million. 

Mr. Lestnsxt. And the biggest part of the deficit is where? 

Mr. Jaspan. In second-class mail. 

Mr. Hempenuw. Mr. Chairman, I might ask if it is possible that 
we could get these figures in advance. It would certainly help the 
committee. I know that you say in one place here: 
we feel that consideration should be given to rates higher than suggested in 
the bills. 

Mr. Jaspan. Yes, sir. 

Mr. Hempenuiti. What rate would you suggest for first-class mail ? 

Mr. Jaspan. We are in agreement that it should be at least 4 cents 
an ounce. 

Mr. Hempni.. What about airmail? 

Mr. Jaspan. As to airmail we are in agreement with the 7-cent rate. 

Mr. Hempuint. What do you mean, “we?” 

Mr. Jaspan. Our association. 

Mr. Hempniti. Which is the postal supervisors? 

Mr. Jaspan. The postal supervisors. 

Mr. Hemruityt. You do not exactly do the handling of the mail? 

Mr. Jaspan. A lot of our people do a lot of the handling of the mail, 
Mr. Congressman. 

Mr. Hempuiiw. In the lower echelon? 

Mr. JAspan. Yes, sir. 

Mr. Hemenutu. Allright, sir. Now let me ask you if in the opinion 
of your organization, and in your opinion, from your experience, the 
Congress should adopt a postal policy first and then consider the ques- 
tion of rate increase ? 

Mr. Jasean. Well, Mr. Congressman, that would be the ideal way, 
except for one thing. While the Congress is considering the postal 
rate, or the postal policy, the debt or the deficit or whatever you want 
to call it, will be rapidly increasing. 

As you will recall, policy was “considered last year in the postage 

rate bill, but it did not get very far, and there is another year lost. 

Mr. Hempnii. Yes, sir. And last year, if we had a postal policy, 
it would have been out of the way, and we could have considered rates 
this year. Everybody else in the post office would have been so much 
better off and the American people would have been better off. 
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941 Mr. Jasran. I agree with you a hundred percent, Mr. Congressman. 
That is why we are so interested in the postal policy being passed this 
year. 

Mr. Hempntin. So am I, sir. And if we get a postal poliey, then 
you have a definite guide insofar as any ascertainment of rates, cost, 
or anything else is concerned. 

Mr. Jaspan. And that is what we would like to see. 

Mr. Hempuii. Now, let me ask you this. Were you here yester- 
day when the distinguished gentleman from the United States Cham- 
ber of Commerce testified ? 

Mr. Jaspan. Yes, sir. 

Mr. Hemruiiy. Do you agree with him that insofar as practical we 
should work toward a basis of every class of mail paying its own way ? 

Mr. Jaspan. Yes, sir, I do. 

Mr. Hempnityz. All right, sir. Now, I notice in your written testi- 
mony here, your argument was that popular magazines had gone up 
some, from 5 cents to 15 cents; that 2-cent newspapers had kneeled to 
the 5-cent newspaper of 1957. Has not everything else gone up, sir? 

Mr. Jaspan. Yes,sir. Very much. 

Mr. Hemrnity. And so actually, your argument was that since 
everything else has gone up, you think that the cost of postal service 
has gone up ¢ 

Mr. Jaspan. Not only because those things have gone up, but be- 
cause the costs of operating the post office have also gone up tremen- 
dously since those days of 1932. Now, in 1932, a letter at 3 cents was 
making a profit. In 1957 it is losing money. 

Mr. Hempuitu. The only reason it is losing money in 1957 is because 
you have written into this cost ascertainment features which are ac- 
tually intangible. Isthat not true ? 

Mr. Jaspan. Well, the way I understand, Mr. Congressman, the 
intangible part would increase the cost of a letter to more than 4 cents, 
but the tangible part of the explanation brings the cost of the letter 
to a little more than 3 cents. 

Mr. Hempnitn. Were you here the other day when Mr. Stans tes- 
tified ? 

Mr. JAspan. Yes, sir. 

Mr. Hemputy. Were the intangibles considered before you started 
asking for a rate increase ? 

Mr. Jaspan. Mr. Hemphill, I understand, from discussion I heard 
after the meeting here, that the Department could put most of those 
intangibles into definite figures, even though they are called intan- 
gibles. 

Mr. Hempniw. They could, but they have not? 

Mr. Jaspan. They have not. 

Mr. Hempnity. We do not have a 1956 cost-ascertainment report, 
do we? 

Mr. Jaspan. No, sir. 

Mr. Hempntiy. Not only that, but we never considered these in- 
tangibles until the Post Office Department started asking for a rate 
increase, did we? 

Mr. Jaspan. I have not heard of them before. 

Mr. Hemputitu. I have not, either. And you did not start this 
reallocation and all this talk about preferential service until you began 
asking for a rate increase. 
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Mr. Jaspan. It has come to the fore. 

The Cuairman. That has been the situation ever since I have been 
a member of this committee. 

Mr. Lestnskt. Is it not true that airmail is a category that is con- 
sidered first class? 

Mr. Jaspan. It is firstclass. That is right. 

Mr. Lesrnsxt. In the 83d Congress we allowed $75 million off first 
class. We had allowed $30 million off first class for departmental use. 
We allowed $1.6 million for congressional mail, for the frank. We al- 
lowed for the small-feeder lines and foreign airmail, and special de- 
livery from 15 to 20 cents, and we allowed other things to go through 

taken off first class, and still first class made money at that time. 

The point is that we have corrected some of these intangibles and 
are still losing more money than ever. 

The point you are bringing up is that there are more intangibles. 
They allowed $28 million more the other day out of this committee. 
How many more are there ? 

Mr. Jaspan. I could not answer that question, Mr. Lesinski, very 
well. 

Mr. Lestnsk1. The point is, my dear friend, we are actually allow- 
ing the Postmaster General to deduct former expenses in first class, 
and they are mounting. 

Mr. Jaspan. Well, the operating costs have gone up considerably 
since 1952, Mr. Lesinski. 

Mr. Lestnskt. I realize that. We have also allowed for an increase 
ta cards in 1 or 2 cents. 

Mr. Jaspan. They have been losing money even when the 2-cent rate 
was put into effect. It is not enough to cover the cost of the card. 

Mr. Lestnsk1. Thank you, Mr. Chairman. 

The Cuairman. Any other questions? If not, thank you very 
much, Mr. Jaspan. 

The next witness is Mr. Joseph Thomas, president of the United 
National Association of Post Office Craftsmen. 

I note that you have changed the name of your organization. 


STATEMENT OF JOSEPH F. THOMAS, PRESIDENT AND LEGISLATIVE 
REPRESENTATIVE, UNITED NATIONAL ASSOCIATION OF POST 
OFFICE CRAFTSMEN 


Mr. Tuomas. Yes, we have, Mr. Chairman, by a vote of our member- 
ship. 

The Cratmrman. That was just done recently ? 

Mr. Tuomas. It was done in December of this year. 

Mr. Chairman, members of the committee, my name is Joseph F. 
Thomas, and I am president and legislative representative of the 
United National Association of Post Office Craftsmen. Our associa- 
tion, America’s oldest postal union, is located in the Colorado Building, 
Washington, D. C. 

In appearing before you today I am representing over 40,000 mem- 
bers of our association and it is my hope that I am expressing their 
views to you. 

In connection with the bills before you, I hasten to explain that I 
am no financial expert and thus have not been able to delve into the 











146 READJUSTMENT OF POSTAL RATES 


actual complexities of these bills. I do know, however, that the first- 
class-letter rate is the same today as in the year 1932. I understand 
that second-class mail has been increased about 3 percent since that 
time and that third-class mail has shown an increase of 38 percent. 

At the same time, I remember that back in 1932 we were in the midst 
of a depression and certainly the dollar of today cannot be compared 
with the dollar of the 1930’s. It is unreasonable to assume that postal 
rates should remain at an even figure for over 25 years, while in the 
same period salaries have risen over 100 percent; equipment, such as 
trucks and trailers, has increased between 200 and 300 percent; and 
all other services, such as transportation, heat and light, and many 
others, have risen sharply. 

It requires only a quick look at our own financial status, compared 
to that of 1932, to make us realize that increases in the postal rates are 
in order. 

There has been some conflict in testimony before this committee as 
to whether or not the big businesses of our country actually favor the 
rate increases proposed. I am not qualified to pass on this question. 
However, after 20 years’ service as a post-office clerk in one of the 
Nation’s largest offices, I can say that the bulk of mail processed by the 
post office is mailed by business houses and not by individuals. I am 
quite sure that business will more than pay its share in this respect and 
that individuals, such as myself, will be taxed about 11 or 12 cents a 
month, or a total of around $1.50 per year. 

As a member of this important committee, you may wonder why I, 
as an employee-organization representative, should testify in support 
of a function which primarily Lalas to management. The answer 
is simply this. In the post office we have refrained from taking part 
in proposals to increase rates, feeling that this was the duty and respon- 
sibility of the Post Office Department, and, I might add, of the United 
States Congress. However, in recent years, each of our attempts to 
obtain reasonable legislation is met with a cry of “deficit.” The term 
has been played up and exaggerated in the public mind and employee 
benefits have, as a result, become more and more associated with postal 
income. Naturally, since the employees of the post office are so vitally 
affected by postal rates, or the lack of them, it is my duty to support 
any reasonable measure which will help the people I represent. 

In addition, as an individual citizen, I do feel as though a postal rate 
increase right down the line is justified. I feel also that I am express- 
ing the views generally of our members, both as postal employees and 
as individual Americans. 

I thank you, Mr. Chairman, and each and every member of your 
committee, for the privilege and honor of appearing before you today. 

The CHARMAN. Thank you. 

Are there any questions of Mr. Thomas? 

Mr. Lestnsx1. Mr. Thomas, I have found nowhere in the past where 
the thinking has been that postal salaries should be reflected in postal 
rates or deficit or a profit to the Post Office Department. In other 
words, are we suggesting that this be a new policy, that postal salaries 
be attached to postal rates? 

Mr. Tuomas. No. I am certainly not suggesting that, Mr. Lesinski. 
However, I think that you will agree with me that in our efforts to se- 
cure legislation of any type we are met constantly with this cry of 


———————————————— See 
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“deficit.” I believe that the Post Office Department has brought that 
up on numerous occasions when we have sought legislation. And I 
feel that as a representative of our members we should do anything or 
everything possible to try to eliminate that feeling, so that we may go 
out for increased benefits with some kind of a balanced budget. 

Mr. Lesrnsx1. On the other hand, do you not think that that might 
be a statement to becloud the issue, instead of coming out straightfor- 
wardly to answer you “Yes” or “No”? 

Mr. Tuomas. Well, I am primarily interested in the present, and I 
think that if things were balanced to a point where we could obtain 
a much-needed salary increase, I would prefer to worry about the 
future at a later date. 

Mr. Lestnsk1. I yield tothe gentleman from Iowa. 

Mr. Gross. I do not think the gentleman is exactly setting a prece- 
dent before the committee in this rate hearing, because only yesterday 
or the day before when the postmasters were here testifying they in- 
dicated the same thing, that they thought there ought to be a postal- 
rate increase so that they should get an increase in salary. 

Mr. Lestnsk1. Well, my dear friend, in industry whenever a labor 
organization asks for an increase In income for their employees, indus- 
try loves it very much. They do not oppose it too satiels because, like 
the steel industry a few years ago it would have cost the steel industry 
a ton and a half more, and charging the public $7.50 per ton more. 

Mr. Gross. I agree with the gentleman. I do not think the salaries 
of postal workers ought to be predicated on a rate increase at all. I 
am just pointing out that the precedent was set by the postmaster 
witnesses here the other day. 

Mr. Lestnsk1i. I agree. I accept that. Thank you, Mr. Chairman. 

Mr. Hempuiiy. Do you think that the members of your association 
have suffered in the last few years from a lack of Department policy ¢ 

Mr. Tuomas. I do, sir. 

Mr. Hempnityt. Has your organization any recommendations for 
policy ¢ 

Mr. Tuomas. To be perfectly honest about it, sir, we feel that the 
Post Office Department should be considered as a service to the pub- 
lic. However, our pleas have fallen on deaf ears for many years. 
And because of that we have determined that we should change 
our policy and go along with the rate increase this time. 

As I stated before, we have never before, to the best of my knowledge, 
testified on rates. 

Mr. Hemrnmt. In other words, the reason you are supporting the 
rate increase at this time is because you are faced with the fact that 
every time you ask for any increase in benefits you are met with the ery 
of deficit ? 

Mr. Tuomas. Yes, sir. 

Mr. Hemrniu. And you feel if you supported a rate increase and 
there were no deficit, then they would give consideration to your 
proposal ? 

r. Tuomas. I would not bet my life on it. But I certainly think 
that we might have a better chance if that deficit did not exist. 

Mr. Hempuity. Do you think that we should have a postal policy 
first, and then consider the rate increase ? 
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Mr. Tuomas. Well, I believe that possibly if the two were done 
simultaneously at this late date, it would be a good thing. I have been 
here 5 years myself, and in the post office 20, and I have heard a policy 
on the post office promised practically every year. And I have never 
seen one forthcoming. So I do not believe that this is the year that 
they are going to for rmulate such a policy, to be perfectly honest. 

Mr. Hempri. In the light of your experience: Do you have some 
manuals that you hand out to employees? 

Mr. Tuomas. Yes, sir, we do. 

Mr. Hemruiix. Do those include directions as to the handling of 
first- and second-class mail ¢ 

Mr. Tuomas. Yes, they have several directions. And also in a good 
many of the larger offices there are instructions for the new mail. 
And that is something of recent years. 

Mr. Hemruity. Did you hear the gentleman from the Postal Trans- 
port group, Mr. Nagle? 

Mr. Tomas. Yes. 

Mr. Hempnitt. Do you agree with them that there is no such thing 
as preferential service, that first-class mail is handled as a stands urd 
service ¢ 

Mr. Tuomas. Do you mean as a standard service as compared with 
second and third?) No, I would not say that, sir. I believe it does 
receive preferential treatment. 

Mr. Hempniir. How much preferential treatment does it receive? 

Mr. THomas. I could not give you an exact figure. But I could say 
this. As aman who has worked on first- and second-class mail, it has 
been my experience that 90 percent of the clerks would work on first- 
class mail until it was out of the way. That would exclude daily news- 
papers. The daily newspapers would also include first-class treat- 
ment, in my opinion, that is, newspapers that required delivery. 

Mr. Hempninn. What about Life and Time and some of these other 
second-class publications ? 

Mr. Tuomas. They would also. However, I do not believe they 
would be handled until the first-class mail was out of the way for the 
night. And after the first-class mail, it is my experience in the office 
I have worked in—I cannot speak for the whole country, but where I 
have worked, the first-class mail was dispatched first. After that, the 
men were put over on what we considered the junk. 

Mr. Hemeniny. The junk? 

Mr. Tuomas. Anything other than first class. 

Mr. Hempniu. Well, did you consider these publications, Life, 
Time, and the Saturday Evening Post, and so on, first class, for pur- 
poses of handling? Did you give them the same treatment ? 

Mr. Tuomas. Well, we never considered them first class for the pur- 
pose of handling, but it is true that they were given preferential treat- 
ment. 

Mr. Hemrniti. Thank you very much. 

The Cnairman. Thank you very much, Mr. Thomas. 

Mr. Gross. You say that individuals under the terms of this bill 
would be taxed about 11 or 12 cents a month or a total of about $1.50 
a year. 

Mr. THomas. I am basing it, sir, on my own personal year. And I 
have tried to figure out how many letters I send a month. Most of 
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them are bills. And I think, generally speaking, the average person 
is not much different than I am. 

Mr. Gross. Do you know of any tax that you pay that cannot be 
broken down into a small unit? For instance, I have a pipeful of 
tobacco over here, or did have it. I suspect that I have got some tax 
in that. I have also got a pound of it down in my office. You can 
break any tax down into a small unit. That does not make it any less 
onerous in the cumulative effect, does it ¢ 

Mr. Tuomas. I was trying to point out, sir, that the individual will 
not suffer nearly as great as some will say that he will suffer from 
this bill. 

Mr. Gross. But he is still going to pay in the cumulative effect a 
tax, is he not ? 

Mr. Tuomas. That is true. 

Mr. Gross. Yes. You can break any tax down into a small unit 
and try to make a case for it. It may be an onerous and unjustified tax 
in its total effect. 

Mr. CunninGHAM. Are we not paying it now, in the form of a 
deficit ? 

Mr. Gross. Are you asking the witness that question ? 

Mr. Tuomas. If I could answer that question, I would think that 
I as an individual am paying more than my share under the present 
system. In other words, I think that if Life magazine and Time and 
the Wall Street Journal and the rest of these publications are being 
subsidized, and if big business is mailing out generally, my share at 
the present time isa lot more than that $1.50 per year. 

Mr. Gross. All right. Now, you have stated something. Do you 
think that Life magazine, under the terms of this bill, is going to pay 
its way ? 

Mr. Tuomas. No, I do not. And I would like to see it pay its way 
if at all possible. But, of course, that is up to the members of this 
committee to determine. 

Mr. Gross. Well, are you advocating a rate, in other words, a tax, 
by which they would pay their way ? 

Mr. Tuomas. Well, I would like to see the rates raised propor- 
tionately all along the line. 

Mr. Gross. Well, I am not going to enter into an argument over 
“proportionately.” There is something involved in the use of that 
word, too. 

Mr. Dennison. Mr. Chairman, I would just like to ask one ques- 
tion of Mr Thomas. Have you had occasion to examine this particular 
bill that is before us, H. R. 5836 ? 

Mr. THomas. To give you a perfectly honest answer on that sir, 
I read through the bill once. I was informed day before yesterday 
at 3 o'clock in the afternoon that I would testify the next morning, 
and I wrote most hurried testimony, and I read through it once, 

Mr. Dennison. You are, however, generally familiar with the rate 
provisions ? 

Mr. THomas. Yes, I have the provisions with me. 

Mr. Dennison. Do I understand that you support the particular 
specific rate increases that are proposed in that bill ? 

Mr. Tuomas. I would say, sir, I support them out of necessity. 

I have not gone through each rate and do not know whether they 
are all completely justified. But I am sure that this committee in its 
wisdom before it reports out a bill will find the right answers. 
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Mr. Dennison. Do you have any suggestions as to differences or 
changes in the rates as outlined in the bill ? 

Mr, Tuomas. No, I do not. 

The CuatrmMan. The next witness is O. R. Strackbein, legislative 
representative of the Internationa] Allied Printing Trades Associa- 
tion. 


STATEMENT OF 0. R, STRACKBEIN, LEGISLATIVE REPRESENTA- 
TIVE, INTERNATIONAL ALLIED PRINTING TRADES ASSOCIA- 
TION 


Mr. Srracksetn. Mr. Chairman, members of the committee, I ap- 
pear on behalf of the International Allied Printing Trades Associa- 
tion, which is composed of five printing trades unions affiliated with 
the AFL-CIO. I have appeared before your committee many times 
in the past. 

Listed here are the names of these various unions covered by the 
International Allied Printing Trades Association. 

I have here a brief statement which I would like to read into the 
record, Mr. Chairman. 

The CHarrmMan. Very well, sir. 

Mr. Srracksern. For years we have testified urging the adoption 
of a postal policy that would make it possible to legislate intelligently 
with respect to postal revenues. 

We are happy to note, for that reason, that the basis of such a policy 
has now been provided and made a part of H. R. 5836. We wish to 
endorse title I1 of the bill, entitled “Postal Rate Policy” and urge that 
it pass. 

We agree that in fixing and adjusting postal rates, account should 
be taken of the service rendered by the postal system in the “communi- 
cation of intelligence, the dissemination of information, the advance- 
ment of education and culture,” et cetera, as called for in title II. 

We also agree that the “postal establishment performs some func- 
tions in which the public interest outweighs the profit and loss factors 
which would prevail if the postal establishment were operated solely 
as a business enterprise,” as title II states. 

We further agree that those services which are “held and considered 
by Congress from time to time to be public services” should be sup- 
ported and paid for “directly out of the general fund of the Treasury” 
and also that the cost of such services “should not constitute direct 
charges in the form of rates and fees” upon any users of these public 
services. 

However, the postal rate policy as outlined in the bill, acceptable as 
it is, is confined to principles and certain guidelines. These prin- 
ciples are not self-executing. They merely set forth what is to be 
done. 

For example, the policy provides for creation of “a more stable 
basis for the postal- rate structure through the establishment of general 
principles, standards,” etcetera for determination and allocation of 
postal receipts and expenditures. 

This, to repeat, represents commendable policy. We applaud it. 

The policy declaration continues, saying that in accordance with 
these principles, the “means by which the postal-rate structure may 
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be fixed and adjusted” by Congress, are to be provided. This is fol- 
lowed in sections 205 and 206 with instructions of application of the 
“cost ascertainment system.” Revenues and expenses are to be ascer- 
tained and allocated among the several classes of mail. 

A review is to be made of the postal-rate structure at least once in 
every 2 years by the Postmaster General. The results are to be 
reported to the Congress every alternate year beginning with the fiscal 
year ending June 30, 1958. This would call for the first report by 
April 15, 1959, if my calculations are correct. We favor this pro- 
cedure. 

Obviously, however, all this action remains to be taken. The meat 
remains to be put on the bones. Assuming passage of this bill, some 
diversity of opinion might still develop with respect to the specific 
data that would be produced in the course of implementing the policy. 
The first venture of the Postmaster General into the field of cost 
allocations, et cetera, under the new law, determination of classes of 
services to be charged to the general fund of the Treasury etcetera, 
might raise more questions that it would settle. Certainly the results 
and recommendations would be subject to debate and possibly modifi- 
cation. 

Because we see in title II what has been missing and find the 
declaration of policy pointing in the right direction, we are at a loss 
to explain title I of the bill, wherein postal-rate increases are called 
for immediately, i. e., without awaiting the carrying out of the declara- 
tion of policy. 

Either the declaration of policy is soundly based or it isn’t. We 
believe that it is. It contemplates providing the very thing that we 
have long called for as a first step toward enactment of a sound postal- 
rate system. 

If the declaration is sound, and if it is desirable as a guide, it indi- 
cates that postal rates adjusted without benefit of the standards and 
methods set forth in the declaration may be far out of line. They 
would almost certainly not conform to the findings that would later 
be forthcoming. Otherwise the policy declaration would not be neces- 
sary. 

Under these circumstances, we believe that enactment of the postal- 
rate adjustments as provided in title I of H. R. 5836 should be post- 
poned. We therefore urge that title II be adopted but that title I be 
dropped. To enact title I at this time without awaiting the results 
that would follow from operation under title II would, in our estima- 
tion, be placing the cart before the horse. 

Mr. Chsane, that is the end of my formal statement. I do want 
to remark, with respect to the question brought up to the witness 
receding me, that it has been the position of the International Allied 

rinting Trades Association that there should be no connection be- 
tween the pay of postal employees and the state of deficit of the Post 
Office Department. We believe that postal employees are employees 
of the Federal Government, and that their pay and benefits should 
be determined on the same basis as is done for all Federal employees, 
and that there is no necessary connection between the postal revenues 
and the treatment of the postal employees. 

That is all, Mr. Chairman. 

The Cuarrman. Is your association more interested in the rates for 
second- and third-class mail than it is for first class? 
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Mr. Srracksern. Yes; that is correct. We have no direct interest 
other than as citizens of the United States in the rates for first-class 
mail. 

The Cuarrman. Do you think the rates for second- and third-class 
mail are too low ¢ 

Mr. Srracxsern. Mr. Chairman, I would prefer to have that left 
toa deter mination made subsequent to the adoption of this declaration 
of policy. 

The Cuarrman. Well, do you think the second- and third-class mail 
should pay its own w ay ! 

Mr. Srracxeern. I believe it is in the second- and third-class mail, 
particularly in second-class mail, where the factor of service may a 
pear, in the dissemination. For example, we have mentioned the dis- 
semination of information. Wesee in the newspapers, the periodicals, 
the magazines, mediums of the dissemination of culture and informa- 
tion and education, and we believe that if there is such a segment of 
the postal service that can be called a service rather than a ‘business, 
it is to be found principally in this field. And, therefore, if any 
part of the postal service is to be paid for directly out of the Tr easury, 
those are the fields in which we would expect to find these payments 
to be justified. 

The CHarrman. Any questions of the witness? 

Mr. Lestnsxt. Mr. Chairman, I have one. 

In view of the fact that the first-class-postage rates were established 
reasonably in 1883 at 2 cents, and were not corrected until 1932, 49 
years later—as a matter of fact, second class was lower at that time— 
it would be more practical that, upon the new administration coming 
in, or being given a chance for them to review, a review should be put 
off every 4 years? Because these things do not change that often. 

Mr. Srracxsern. I would be inclined to believe that a biennial re- 
view is probably more frequent than necessary. 

Mr. Lestnsx1. Would you have any suggestion ? 

Mr. Srrackeern. Possibly 4 years. 

Mr. Lestnsx1. Four years would be proper ¢ 

Mr. Srracxsetn. I do not say that it would be proper. I believe 
that more changes would be likely to be found in a period of 4 years’ 
time than in two years’ time. 

Mr. Lestnsxr. In other words, with Congress acting on small, petty 
things it might come up every 2 years, and if we were to have some- 
thing more comprehensive, it w ould be every 4 years ? 

Mr. STR ACKBEIN. I was agreeing with your initial statement that in 
2 years’ time possibly tremendous c changes do not take place. 

Mr. Lestnskt. That is what I had reference to. 

Mr. Srracxsern. But perhaps in 4 years’ time there would be a 
possibility of some significant changes taking place to which adjust- 
ment might be made. 

The CnHarrman. Mr. Rees? 

Mr. Rees. Is this not true: As you increase your costs, which in- 
clude salaries and other expenditures, you increase the price of your 
product, do you not ? 

Mr. Srracksern. That usually follows, and I am sure it follows in 
the postal service, yes. 

Mr. Rees. Then if the costs required to handle this business in the 
mails increases, we will have to increase the charges, will we not ? 
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Mr. Srrackpern. You will certainly have to increase the charges 
in those parts of the service that would be regarded as business. 

Mr. Rees. All right. Then that brings up this question: This com- 
mittee last year approved legislation, an 1 amendment by the gentleman 
from Michigan, Mr. Lesinski, that provided for considerable addi- 
tional charges for the advertising portion of second-class mail. Do 
you thik the business, the advertising, part of these publications 
ought to pay itsown way? Iam just asking you the question. 

Mr. Srrackpern. W ell, in previous testimony before this commit- 
tee, I went quite extensively into the relations between the circula- 
tion of these mediums and the advertising that they carry. 

Mr. Rees. That is night. 

Mr. Srracksern. And the contribution that advertising revenues 
make toward a low cost per copy, which in turn makes for greater 
mass circulation. Now, I believe that the advertising makes a contri- 
bution in that field toward mass production that should not be over- 
looked, I think that the advertising revenues make it possible to gain 
mass circulation on the basis of the low price of the newspapers or 
magazines or whatever the medinm might happen to be, and that that 
service should not be overlooked. We all know that many of these 
magazines have been sold at lower prices even than their cost of pro- 
duction in the past. In this way they have succeeded in gaining mass 
circulation. By gaining mass circulation, they could increase their 
advertising revenue. 

Now, there is a sort of a cycle there, the question of which comes 
first, the chicken or the egg. But the fact remains that the system did 
prove to make it possible to have mass circulation of magazines and 
periodicals at a low price that might not otherwise have been achieved. 
In other words, if certain magazines had been sold at a price which 
would have returned a profit to the publishers, the price might have 
had to be 2 or 3 or 4 times as high as the price at which they actually 
put them on the street or into the mail to the subscribers, for the reason 
that the advertising revenues made possible the low price of the fin- 
ished product. 

I think you should be very careful before you disturb too greatly 
that relationship between advertising revenues and low cost of the final 
product to the consumer. 

Mr. Reers. I do not know whether you have this information but is it 
true, or not, that magazines charge more for advertising now than they 
did a few years ago ¢ : 

Mr. Srracxsern. I have no direct knowledge of it, but I would cer- 
tainly assume that to be the case. 

Mr. Rees. That being the case, I’ just wondered what you would 
think about their paying a little larger share of transferring their 
magazines through the mail. 

Mr. Srrackpetn. Mr. Rees, I do not say that there should be no 
increase. 

Mr. Re ES. I see 

Mr. Srracksern. I do not say that. I have no way of saying what 
the increase should be. I think that title II of this bill, if properly 
implemented, would give you an answer to that question. I do not 

rant to say that the committee does not now have the answer, but I 
think perhaps a more complete and accurate answer could be forth- 
coming if title II were passed and implemented. 
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Mr. Rees. Well, I ask you these questions because you have had a 
lot of experience in dealing with these matters and I thought your 
testimony could be most helpful to us in trying to solve this problem. 

Mr. Lestnsxi. Would the gentleman yield at that point for a ques- 
tion ? 

Mr. Strackbein, we are concerned about that problem. Is it not 
true that, in advertising, the advertiser pays one mill or whatever it 
might be per copy of the magazine, meaning that if the magazine has 
25,000 distribution, they would pay less for the available space in the 
magazine than they would in a magazine that has, say, a million copies 
in distribution ? 

Mr. Srrackpern. Well, I have seen testimony to that effect, Mr. 
Lesinski, but I cannot qualify as an expert on that point. It would 
be improper for me to answer that question. 

Mr. Lestnsxr. All of us on the committee, with respect to what our 
position on postal rates are concerned, are interested in the situation 
as to the smaller publishers, and I was under the impression that you 
might know the answer to that. 

Mr. Srracksein. No, I am sorry to say I do not have the answer. 

The Cuatrman. Mr. Gross? 

Mr. Gross. Mr. Strackbein, I wonder if you would agree with me 
that unless there is a more fair and faithful administration of the 
tariff laws of this country there will be a lot of businesses around that 
will not be paying postal rates regardless of what they are? 

Mr. Srracksern. I recognize that question, Mr. Gross, as being one 
for the record, I assume. 

The Cuarrman. Mr. Cunningham / 

Mr. CUNNINGHAM. Some of the members of the committee, particu- 
larly those on the other side, have been indicating that second- and 
third-class matter should pay its own way. I think I had the im- 
pression that they feel the proposed rates are not high enough. Do 
you think the time will ever come when it could pay its own way ? 

Mr. SrrackBern. I would say that is very questionable. It is very 
questionable whether some of the newspapers, part ouhaniy the week- 
lies and the rural newspapers and certain other media, could pay their 
own way. So the question would have to be decided whether, for 
the public interest, you still want those media circulated. If you.do, 
then the public, as a matter of public policy, would have to pay for 
them. 

Mr. CunnincHam. I do not agree with the philosophy that they 
can pay their own way. I was wondering what your view was. 

Mr. Srracksern. Well, without having the cost figures before me, 
of course, I cannot answer the question. I doubt that some of them 
could pay their way. Their subscription rates would probably be- 
come exorbitant, and they might have very little circulation and in 
the end would dry up. 

Mr. CunninouamM. It would put people out of business. 

Mr. STRACKBEIN. Yes. 

Mr. Cunnincuam. That is all. 

Mr. Hempuw. I would like to ask a question following up on Mr. 
Cunningham’s question. 

Mr. Strackbein, last year, the Attorney General testified before this 
committee, of which I was then not privileged to be a member. He 
testified : 
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It has never been the sense of the Congress so far as we can ascertain that com- 
mercial advertising matter should be carried in the mails at the expense of the 
general taxpayer 

Mr. SrrackseINn. Is that advertising that is incidental to the cir- 
culation of a magazine, or does he refer to advertising of itself? Ad- 
vertising matter that is separate? It is not clear to me from the state- 
ment. 

Mr. Hempuiutt. I believe he was talking about second- and third- 
class mail at the time. 

Mr. Gross. Will you yield, Mr. Hemphill? Was that the Attor- 
ney General or the Postmaster General ? 

r. Hempuiny. I mean the Attorney General. If I said the “Post- 
master General,” it was just a slip of the tongue. It was on page 14 of 
last year’s hearings. 

Mr. Srracksern. Now, if he refers to the advertising carried in a 
periodical or a magazine, that is one thing. 

Mr. Hempuity. Well, that is what he was referring to. Because he 
just was talking about second-class mail and third-class mail at the 
time. 

Mr. Srracksern. And your question was: Would I agree that the 
public should not pay for the dissemination of such advertising mate- 
rial; isthat correct ? 

Mr. Hemputiiy. Yes. 

Mr. Srracksetn. I would say it would be very difficult to make a 
separation. 

And going back to my previous answer, I think it would be very 
necessary to look very carefully into the disturbance of the relation- 
ship between advertising revenues and circulation of the media that 
carry the advertising. If you remove all advertising from these media, 
unquestionably in many instances the subscription rates would have 
to be doubled, or more. This would be contrary to the policy of re- 
garding the dissemination of such media as contributing to the educa- 
tional, informational, and cultural service of the public. 

Now, there is a question of policy that has to be determined, as tu 
what is had in mind. I do not believe that the philosophy would be 
right, to conclude that you must not subsidize, 1f you wish to call it 
that, such advertising, merely for the sake of avoiding such a subsidy 
to publishers. I think you must consider the question of what would 
happen if you withdrew the subsidy. There is possibly some middle 
point. But if you withdrew the subsidy, then you would revert to the 
situation, undoubtedly, where the prices of the product to the con- 
sumer would be raised, and that in turn would be defeating a part of 
the policy of mass distribution, mass dissemination, of these media of 
information and culture and education. 

Mr. Hempuiyi. Yes, sir. And my question was: Do you agree with 
the statement of the Postmaster General. 

Mr. Stracksern. I cannot fully agree. 

Mr. Hemrniyi. All right, sir. 

Mr. Srracksern. Because I do not believe that you can fully sep- 
arate the two elements. 

Mr. Hempuiiy. See if you agree with me that it is on advertising 
that the publishers make their money. 

Mr. Strackeetn. I believe so. 
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_Mr. Hempuiu. So the American taxpayer, whether by direct sub- 
sidy or increased rate on some other class of mail, which is just an 
indirect form of taxation, has got to subsidize somebody’s mail so 
that they can make a profit off derveiejaivics Is that right ¢ 

Mr. Stracksein. | would assume that that follows; that without the 
advertising revenue, the profit would certainly decline. Whether it 
would disappear completely or not is another question. 

Mr. Hempui. All right, sir. Then would you agree with me that 
any time we charged any user of mail more than is required to put that 
mail into process, more than the cost, are we not taxing him, her, or 
the business, indirectly ¢ 

Mr. Strackpein. Yes, | would say that if the low rate has an ele- 
ment. of subsidy in it, then the public or the authors would be paying 
a part of that cost. 

Mr. Hempnityt. Let me put it on very simple terms. If it costs 3 
cents to mail a letter, and we charge a man 10 cents, are we not 
indirectly taxing him to pay for something else ? 

Mr. Srrackpern. You are certainly taking the money away from 
him, whether you are taxing him or not. 

The CuarrmMan. Any other questions by the committee ¢ 

Thank you very much, Mr. Strackbein. 

The only other witness scheduled for today is Mr. Ross A. Messer, 
legislative representative, National Association of Post Office and 
General Service Maintenance Employees. 

Mr. Messer has advised me that he could not be present today, but 
he has forwarded a statement endorsing this legislation, which he 
desires to put in the record. It says that: 

We are of the opinion that the proposed increases are reasonable and just, and 
long overdue. 


His statement will be placed in the record at this point. 
(The statement referred to is as follows:) 


STATEMENT OF Ross A. MESSER, LEGISLATIVE REPRESENTATIVE, NATIONAL Asst 
CIATION OF Post OFFICE AND GENERAL SERVICES MAINTENANCE EMPLOYEFS, 
on H. R. 5836, To ReEApsJUstT PosTaAL Rates, Etc. 


Thank you, Mr. Chairman and members of the committee, for this opportunity 
to appear before you today. My name is Ross A. Messer. 1 am legislative repre 
sentative for the National Association of Post Office and General Services Main- 
tenance Employees. 

Since the close of World War II, the cost of postal operations has steadily 
increased and according to information released by the Post Office Department, 
the postal deficit for fiscal 1958 is estimated at $651 million. In our opinion, 
Congress should study the problem very carefully and bring forth the solution 
to the deficit. 

Our 1954 national convention in Detroit, Mich., and our 1956 national con- 
vention in Kansas City, Mo., approved resolutions requesting Congress to make 
a study of the postage rate structure and to enact legislation to eliminate that 
portion of the postal deficit which is not considered as a public service. 

We all know that certain classes of mail are not paying their full share of the 
cost of postal operations. We further realize that certain considerations must 
be given to educational and religious publications, and other instructional or 
educational literature. We believe that consideration should be given to the 
various Classes of mail and that the cost should be prorated to each class based 
upon service performed or equivalent value of the various types or classes of 
mail. We believe that the postal service should pay its way as near as possible, 
and that when services are rendered for other agencies of the Government, the 
Post Office Department should be reimbursed. 
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The postal service has been a service organization for many years. Many 
services are rendered to the public which cannot or should not be charged to any 
particular type of mail. The cost of these services should be written off or 
charged to the general appropriations as a public service. 

Our association has no objections to the rate increases proposed in H. R. 5836. 
We are of the opinion that the proposed increases are reasonable and just, and 
long overdue. In our opinion, a definite policy should be established by Con- 
gress setting forth certain types or classes of mail that should pay their full 
cost and other types or classes which are to be wholly or partially subsidized or 
considered as a public service. 

I would like to point out our experience with second- and third-class mailing. 
Several years ago, it was necessary for our association to mail our monthly publi- 
cation as third-class mail due to certain provisions in our constitution and bylaws 
which did not meet the requirements for second-class mailing. In 1950 our na- 
tional convention amended the constitution and bylaws to conform to the re- 
quirements for second-class mailing after which we applied for, and received, a 
permit for mailing the publication at the second-class rate. While we were mail- 
ing the publication as third-class mail, the cost was 1 cent per copy, or about $85 
per month. ‘Today under the second-class mailing permit, the cost is betweent $11 
and $12 per month. We feel that we are getting a bargain at the second-class 
rate. We do not object to the proposed increase in second-class even though our 
publication is exempt. We can see no reason for exempting so many types of 
publications from the second-class increase. 

The committee has studied the postage-rate structure for several years. We 
believe that the committee is now in a position to act promptly on the pending 
legislation so that some type of legislation can be enacted this session of Congress. 

I wish to again thank you, Mr. Chairman and members of the committee, for 
this opportunity to appear before you today and present the views of our associ- 
ation. 

The CHarrman. These hearings will be recessed until next Tues- 
day morning at 10 a.m. 

The committee will stand adjourned. 

(Whereupon, at 12:10 p. m., the hearing was recessed until 10 a. m. 
Tuesday, March 26, 1957. ) 








READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


TUESDAY, MARCH 26, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFrFIce AND CIvIL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman), presiding. 

The Cuatrman. The committee will be in order. 

The hearing will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. 

This morning we have three representatives of different blind asso- 
ciations or foundations and we will ask them to appear together as a 
group. 

Mr. Hulen C. Walker, legislative analyst, American Foundation for 
the Blind; Mr. Peter J. Salmon, executive director, Industrial Home 
for the Blind, Brooklyn, N. Y., and Mr. Franklin M. Foote, executive 
director, National Society for the Prevention of Blindness, New York, 
Bake 

You gentlemen proceed in your own manner. Which one desires to 
be heard first ? 


STATEMENTS OF HULEN C. WALKER, LEGISLATIVE ANALYST, 
AMERICAN FOUNDATION FOR THE BLIND; PETER J. SALMON, 
EXECUTIVE DIRECTOR, INDUSTRIAL HOME FOR THE BLIND, 
BROOKLYN, N. Y.; AND FRANKLIN M. FOOTE, EXECUTIVE DIREC- 
TOR, NATIONAL SOCIETY FOR THE PREVENTION OF BLINDNESS, 
NEW YORK, N. Y. 


Mr. Waker. I think, Mr. Chairman, being in the middle here, I 
better get out as fast as possible from that position. 

The CuarrmMan. Very well, sir. 

Mr. Waker. I am Hulen C. Walker, legislative analyst for the 
American Foundation for the Blind. 

Our principal office is in New York. Our agency, of course, rep- 
resents the work for the blind the country over and acts in a consulta- 
tive capacity to the various agencies serving the blind in the different 
localities. 

I have prepared a statement and handed it in that I would like to 
ask be put in the record. 
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Also I have handed in a statement that was prepared by the Ameri- 
can Association of Workers for the Blind. Their representative is 
not here today, but that was prepared by their legislative committee 
and as first vice president I was asked if you would include it in the 
record. 

The CuarrmMan. Both statements will be included in the record at 
this point. 

(The statements referred to are as follow :) 


STATEMENT OF HULEN C. WALKER, LEGISLATIVE ANALYST, AMERICAN FOUNDATION 
FOR THE BLIND 


Mr. Chairman and members of the committee, as a representative for the 
American Foundation for the Blind, I wish to take this opportunity to publicly 
thank the Members of Congress for the many benetits which they have granted 
the blind in the past. I also would like to state that the American Foundation 
for the Blind has had a very pleasant working relationship with the personnel 
of the Post Office Department. Every effort has been made by that Department 
to give to the blind the maximum benefits under the laws passed by Congress. 

I want to point out that I am not speaking solely for the American Founda- 
tion for the Blind; but, acting in our capacity as the private agency serving the 
interests of all the agencies throughout the country, we wish to ask this com- 
mittee to give consideration to the possible exemption of agencies serving the 
blind from the increase in postal rates outlined in H. R. 5836 and 5839. 

Many small agencies throughout the country are meeting a need in their par- 
ticular locality in rendering various services to the blind citizens of that com 
munity. This service will be reduced by the amount of increased postage. 

We are in a peculiar position here in making this request, due to the fact that 
we do not like to oppose the request from our friends in the Post Office Depart- 
ment for the increase necessary to place their Department on a paying basis. 
We do feel, however, that our obligation is to the blind and, therefore, any reduc- 
tion in service to the blind must be brought to your attention through this demo 
cratic method. 

No one knows the number of dollars that the increase in postage would cost 
the many agencies for the blind now using the first-class mail. The Industrial 
Home for the Blind in Brooklyn has placed in their testimony certain figures 
which affect that one agency. Multiply that by the number of agencies serving 
the blind and raising their funds through mailings, and I believe the figure in 
its enormity would surprise all of us. 

Since private agencies for the blind receive their funds to operate, generally 
speaking, from contributors that have been furnished literature through the 
mails, we cannot expect to receive any greater amount in contributions than 
normally. So, with the increased cost, our return would be smaller and conse- 
quently our services less. For instance, I would like to point out that in Penn- 
sylvania alone there are some 20 to 30 agencies for the blind serving different 
cities and counties that raise funds through first-class mailings. This probably 
would increase their cost, in this one State, by perhaps $100,000. So, with no addi- 
tional funds, the service would have to be reduced by $100,000. 

It is unthinkable to expect governmental funds, in direct appropriations to the 
agencies, to pick up the services now rendered by private agencies. 

Therefore, gentlemen, on behalf of the many, many agencies throughout the 
country serving the blind, the American Foundation for the Blind urges you to 
give consideration to exempting nonprofit agencies serving the blind from the in- 
creased postage requested in H. R. 5836 and H. R. 5839. 


STATEMENT OF GEORGE EF. KEANE, VICE CHAIRMAN, LEGISLATIVE COMMITTEE OF 
THE AMERICAN ASSOCIATION OF WORKERS FOR THE BLIND 


Mr. Chairman and gentlemen of the committee, thank you sincerely for this 
opportunity to present a statement for the American Association of Workers 
for the Blind on the matter of the increase in postal rates proposed in House bills 
H. R. 5836 and H. R. 5839, 

It is unnecessary for us to make a detailed statement, as we wish to refer 
respectfully to the statement being nade this morning by Mr. Peter J. Salmon, 
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of the Industrial Home for the Blind, of Brooklyn, N. Y., in which we concur 
wholeheartedly. We respectfully urge your thoughtful consideration of his 
request, and hope that in your good judgment you will write his proposals or 
similar ones into any legislation which may finally be written. 

Again, thank you for making this statement a part of the record. 

Mr. Wacker. Thank you, sir. 

Weare ina little peculiar position here. We have asked many times 
favors and consideration for the blind from Congress and you have 
been very generous with us and I would like to further state that the 
personnel at the post office have been very cooperative in their work- 
ing with us over the years in administering the provisions that have 
been granted to the blind by Congress. 

I want to point out, though, that the increases that are asked in the 
postal bills before this committee will in effect possibly reduce services 
to the blind the Nation over. 

We private agencies receive our funds from the public and render 
service to the blind citizens in the community by using the funds that 
we receive. 

I would like to state that even in one State, Pennsylvania, for in- 
stance, we have more than 20 agencies that use first-class mailing as 
well as third-class, and no doubt if this increase of 1 cent. on first- 
class mail goes into effect, the agencies in that one State alone prob- 
ably will have to reduce their services by as much as probably $100,000 
due to this increase. 

In the local area here we have one agency that does a small amount 
compared with some agencies of mailing and their increased cost. is 
based on last year’s mailing will be over $5,000. 

It merely means that services will have to be reduced by that amount. 
We don’t get. an increased amount of money by an increased postal 
appeal. 

Therefore, we just would like, in speaking for the field, Mr. Chair- 
man, to urge that you give some consideration to exempting the wel- 
fare agencies that are rendering services to the blind with private 
funds. 

We know that this amount cannot be picked up by tax funds and 
rendered to public agencies and, therefore, it is a question of whether 
we can reduce our services and put the Post Office Department on 
a paying basis, or whether we will continue our services and ——? 
classify this as a service that one department of the Government 1 
rendering to a group of individuals. 

I think the general outline, Mr. Chairman, is given in my statement 
there and that is probably enough for me to say, and I would like 
Mr. Salmon to speak next, since he has some specific facts and figures 
that will be of interest to this committee. 

The Cuarrman. I am very sympathetic to your cause, but if we 
made a differential in the charge for first-class mail for your very 
deserving agency and others of a similar deserving cause, how could 
that very well be done? The same rule would apply to the tubereu- 
losis society, the cancer society, the Red Cross, and every other worthy 
movement that is appealing for funds from the public. Also, of 
course, first-class mail is sealed. It cannot be inspected. 

Mr. Waxker. It would have to be identified, Mr. Chairman, in some 
way. I don’t know whether it would be a permit arrangement of 
numbering, or what ? 
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The mechanics probably would be a little difficult, but we have faith 
in the post office in working out these situations. We have seen them 
come through in situations before where the mechanics could be 
worked out, so we feel that this is a thing that is very close to the 
group that is being served out there. 

None of us knows what the amount of reduction would be and we 
just want to make as strong an appeal as possible to you to give 
consideration to that. 

I will admit that the mechanics of the problem probably would be 
a little difficult to work out, but we do think working with the Post 
Office Department we could come up with some suggested solution that 
would identify these mails, and certainly we would be the first to 
object to anybody not properly using this suggested exemption. 

The Cuarrman. How many suc +h agencies do you think would be 
covered by any such special exemption, including these charities and 
philanthropic health organizations ? 

Mr. Warxer. In speaking for the blind I could not give you any- 
thing other than that. I don’t say that they all use first-class mailing, 
but we have over 400 agencies. 

Of course, many of those are public agencies that do not raise funds. 
I would say probably 200 agencies. 

Mr. Salmon, is that about your estimate of that ? 

Mr. Satmon. Yes. 

Mr. Waker. That is speaking of agencies for the blind. I cannot 
speak about the others. That is not my field. Lord knows they need 
it as badly as we do, but I don’t know how many there are of the 
other groups. 

The Cuarrman. Do you use first-class mail in soliciting donations? 

Mr. Waker. Mr. Salmon can best handle that question, Mr. Chair- 
man, and I think some of them do. 

Mr. Salmon ? 

Mr. Satmon. I would say that all of the 400 agencies for the blind 
would use first-class mail, because if there is any consideration given 
it should be given on the basis of the fact that the agencies are non- 
profit charitable organizations carrying on a good work and the 
exemption should not be related to just, fund raising, because it is the 
overall program of the agencies that is important. 

It is true, however, that where fund raising is a direct mail program 
within the agencies the fund raising use of the mails, of course, would 
account for probably 50 or 75 percent, and sometimes even more, of 
the money that the agencies spend on mails. 

The Cuamman. The blind are afforded a special rate for second 
and third class, are they not? 

Mr. Waker. On some postal rates, yes. Religious literature, since 
1899, I believe, was the first concession that Congress gave to the 
blind in the matter of postal rates and at that time the Holy Bible 
was granted free postage; then later periodicals, and later the talking 
books, and textbooks, fictions, and what have you. 

The Cuamman. That reading matter is sent free, is it not ? 

Mr. Waker. Yes. A few years ago I believe the last amendment 
was handled by your committee, in 1950, that permitted certain items 
such as braille writers and repr oducers used by the blind for yey, 
recorded titles to go at 1 cent a pound, which is a concession that 
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mentioned a few minutes ago we certainly do appreciate, because 
when you go to mailing an item as heavy as a braille writer and things 
like that at parcel-post rates it runs into quite a sum of money. 

The Cratrman. I note that magazines and other periodicals are 
sent free. 

Mr. Waker. That is right; where there is no advertising or no 
subscription charge made. 

The CHatrrman. They are sent free? 

Mr. Waker. Yes, sir. 

Right there is another little item I would like to point out. For in- 
stance, the Reader’s Digest, that all of you gentlemen are familiar 
with, is provided to the blind through a mail-fund-raising campaign 
of solicitations. You probably get letters oc casionally telling you the 
cost of a Digest and your contribution would provide so much. 

If that postal increase goes into effect the number of Digests will 
certainly be reduced by that amount. I would hate awfully much to 
see that, personally. 

The CHatrman. Also letters written in point print or raised charac- 
ters or on sound production records are sent at the third-class rate? 

Mr. Waker. Yes, they can be; yes, sir. 

The Cuamman. All right. We will be glad to hear from the other 
gentleman. 

Mr. Satmon. I am Peter J. Salmon, executive director Industrial 
Home for the Blind, Brooklyn, N. Y. 

Mr. Chairman and members of the committee, I am deeply grateful 
for this opportunity to represent the Industrial Home for the Blind 
in a matter that touches it profoundly, the possibility that postal rates 
may be increased as indicated in House bills H. R. 5836 and 5839. I 
know that you have an extremely heavy schedule, so I will keep this 
statement brief, but I will be very happy indeed to answer any ques- 
tions if I can. 

First, may I say that we are sincerely appreciative of the postal 
privileges that have been extended to the blind and to welfare services 
generally by the thoughtful action of Congress, and we are equally 
grateful to the Post Office Department itself for its considerate and 
thoughtful handling of the problems of mail in our field. 

Here I have a long experience with the Post Office Department. 
We have always had the utmost cooperation from the Post Office De- 
partment, and we regret the necessity of appearing in opposition to a 
bill which the Department itself sponsors. 

May I say further that we are fully aware of the philosophical and 
economic controversy that is involved in this matter in terms of the 
nature of postal service as to whether it should be a business or a 
public service. 

We have positive opinions on this subject and, despite the fact 
that they are irrelevant to the practical question with which we are 
confronted, we feel that they should be expressed briefly here. 

We believe sincerely that the postal service has been and should 
continue to be the magnificent public service which our American 
way of life needs. We feel strongly that it is the basic, primary means 
of communication and must be maintained at a minimum cost to the 
user if we are to continue to be the informed people we have become. 

Radio, television, the press, and telephone, and even personal inter- 
views cannot replace the precise essential written word communicated 
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through the mail whether this be for business purposes, or as in the 
case of the Industrial Home for the Blind, for educational purposes. 

The bills before you will affect the work of the Industrial Home 
for the Blind immediately and disastrously if they become the law, 
for they will add substantially to an already large operating budget. 

The Industrial Home for the Blind is a good customer of the Post 
Office. 

I would like to apologize for the use of the word “customer.” | 
feel that we simply are ines and very well satisfied user of the mails, 
so that word is a good word in its right application, but I have used 
it wrong here. 

We spent more than $50,000 in 1956 on stamps and will, whatever 
the action of Congress, undoubtedly have to continue to be a good user 
since the mail is essential to our function, carrying forward our fund- 
raising program in particular and our overall services to the blind to 
which Mr. Walker has referred, and, in fact, to our very survival as 
a private voluntary agency serving the blind. 

In its humanity, the Congress of the United States has made spe- 
cial provisions for the blind in a variety of legislative acts and it is 
our conviction that Congress has created the atmosphere in which 
private welfare programs of a social service, rehabilitative, or medical 
nature may flourish to improve the health and well-being of our people. 

It is possibly one of the great contributions that America has made 
to the modern world in that it has made Americans conscious of the 
interest of its Government and has encouraged in them, an idealistic 
people, a magnanimity and generosity which has in effect embraced 
the underprivileged of the world. 

There has been a very disquieting development, however, over the 
past several years by the very nature of the growth of philanthropy 
and welfare service offered by and rendered by private voluntary 
agencies. 

The extent of expenditure has been the subject of inquiry on a 
Federal, State, and local level. This inquiry is directed toward the 
elimination, through screening and study, of those elements of rack- 
eteering and grafting which have inevitably infiltrated philanthropy 
as all other areas of American life. 

We believe that this infiltration is nominal in scope, but that it 
should be eradicated wholly. 

The process, however, has created a feeling of uneasiness in the 
public at large, uneasiness as to whether their gift to welfare service 
and their interest in it is justified. 

And I might say one of the largest agencies for the blind in the 
United States, serving particularly the adult blind, has not been free 
from this inquiry. A significant portion of our budget is concerned 
with the use of the mails. 

I might say parenthetically that over the past 64 years we have 
tried all manners and means of obtaining funds and we found nothing 
that could equal the direct-mail appeal. 

Within the past 22 years when we started this particular program, 
the first year we raised $4,500. Last year we raised $1,100,000, and 
in addition to everything else, in addition to being a very effective 
means of raising funds and doing it in a very dignified way, we have 
found that the fact that we get into the family of everybody on Long 
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Island, which is our service territory, the mail appeal has become 
our greatest source of referral for blind persons. 

I can remember some 15 or 20 years ago when blind persons would 
be in our community 15 years or longer and not know that the Indus- 
trial Home for the Blind existed, even though we thought we were 
pretty well known, but by the fact per we get into just about every 
home in the community within the year we find that the referral 
of blind persons is very prompt, nk we can and are eager to give 
service, and probably aside from the fasidl 1 raising, this, among many 
other things about this mail appeal, is one of the reasons why we want 
to maintain it. 

It might be of interest in passing to say that we have an 80-percent 
return, which is probably the largest return of any direct-mail appeal 
in the world. 

Over a cycle of some 13 weeks or a little longer, we hear from about 
80 lesen of everyone that we have written to, and as the Irishman 
says, they don’t all come through with a little gift, but it nevertheless 
is there and it is back to us, and so much so that I can tell you within 
a very small percentage what we are going to raise this year, and 
that means a great dee 11 to us in service. 

This, as I say, is carried forward almost entirely through the mail 
and if the 2 pills before you are passed this will mean an increase for 
us of $60,000 in the first year in which the law is effective; $44,000 
in first-class mail and $16,000 in third-class mail, unless, as we under- 
stand, the rates for second- and third-class matter sent by nonprofit, 
religious, charitable, et cetera, organizations are not increased in the 
proposed bills. 

We feel very certain that it is not the intent of Congress to create 
this kind of hardship, for it will be a hardship on all private volun- 
tary welfare services that use the mail extensively. 

May we respectfully request, therefore, that if, in the good judg- 
ment of this committee and of Congress, it should seem necessary to 
increase postal rates as indicated in ‘these bills two provisions at least 
be made to protect the work for the blind in particular and philan- 
thropy generally—tirst, that the rates now in effect for third-class 
mail which benefit all work for the blind, be continued at their present 
level, including the special provision for mail sent by such agencies as 
the Industrial Home for the Blind. 

In addition, a similar provision be made for first-class mail, main- 
taining the rate of 3 cents, as it is now, with some special method of 
designating the use of the mail by private nonprofit ~leniet agencies. 

It should be relatively easy to control this since only those agencies 
who are now qualified, or who later become so because of their tax 
exempt status, need be exempted from the increased postal rate. 

In asking for this special consideration, I believe, in all humility, 
that I represent the thinking of work for the blind in the United 
States, for all of those agencies carrying forward such service as that 
of the Industrial Home for the Blind will be affected in the same 
manner as we are to a greater or lesser degree, and we shall be watch- 
ing with apprehension the action of Congress and shall be more than 
grateful if our request for special consideration is granted. 

Thank you again for allowing me to present our point of view. 

The CuarrMan. Do you have any idea how many of those nonprofit 
agencies there are today ? 
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Mr. Satmon. We can’t talk very well for the whole field of philan- 
thropy. In our own field there are 400. 

I would say with all our local agencies, and national agencies, and 
so forth, you might get a figure of 2,000 or something of that kind. 
There are a good. many voluntary agencies over the country. 

The Cuarrman. All right. 

Mr. Waker. Mr. Chairman, if you would like, I will file with the 
clerk a copy of that directory of agencies for the blind just for the 
record, if you don’t have it. 

The ’ CHAIRMAN. I was referring to other agencies, aside from the 
blind, with similar philanthropic campaign raising drives. 

Mr. Watxer. I know. We can’t furnish those. 

Mr. Porter. Mr. Chairman? 

The Cuarrman. Mr. Porter. 

Mr. Porter. I would like to say to the witness that I certainly sym- 
pathize with the request he is making here, but I share with the chair- 
man a doubt about the scope of it. ‘Cert ainly the bill itself provides, 
on page 12, in regard to postal policy that there are some facilities 
which should be carried at a calculated loss to the Government and 
the postal establishment performs some functions of public interest 
which outweighs a profit-and-loss function. These policies are well 
understood by the Post Office Department and I think generally con- 
curred in by the committee. 

The question of scope, though, is one which disturbs me, and your 
arguments are very good and would certainly apply to all, as you 
point out, the nonprofit agencies, and I am wondering where you stop. 

Would you also ine ude the c ommunity chest in their drives? 

Mr. Satmon. Yes, indeed. We get a little embarrassed every now 
and then because we talk for the blind, but, remember, that is all we 
know. We are in greatest sympathy with all those who are carrying 
out specific philanthropic work for the other groups and they need 
this just as badly as we do. 

The agencies for the blind are not unique in this case. When they 
are ts king about Braile and other things where they have a handicap, 
then they are a bit unique. 

In this case we are on an equal footing with all of philanthropy, and 
we are talking for the blind and we have mentioned philanthropy 
here, though we can’t actually speak for philanthropy, but we feel 
that their position is certainly one that needs as much consideration 
as ours. 

Mr. Porter. I take it, though, that te have no calculation made 
about the volume of mail concerned here? 

Mr. Satmon. No. It is very difficult to get philanthropy as a group 
together on any particular subject. 

One of the problems we had, for instance, in New York State, was 
when the question of racketeering came up. Actus ally, as you know, 
only about 3 percent of the total that was involved in any way was 
questionable. Yet, philanthropy is not organized and they just sort 
of sat back and took a very sound beating because there was no indi- 
vidual group that would talk for them and could present their situa- 
tion adequately and that is true over the country. 

I think you may be hearing probably from other groups outside of 
the blind with respect to that matter. 
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Mr. Porver. Another question, Mr. Salmon: Would you suggest 
that we take the definition of nonprofit voluntary agencies ‘that the tax 
people use? 

Mr. Saumon. Yes, sir. Indeed. 

Mr. Porter. In other w ords, anything they accept we should accept ¢ 

Mr. Saraton. Yes. I think you have a good basis for that. It has 
worked out very well. I don’t think there has ever been any convic- 
tion or anything of that kind for fraudulent use of it. I don’t know 
of any. Cer tainly not in the field of work for the blind. 

There have been 1 or 2 questions raised recently. 

Mr. Porrer. Thank you. 

The Crarrman. As I remember, in the previous rate hearing we 
went into the question of these tax-exempt and charitable philan- 
thropic agencies. We contacted the Internal Revenue to find out 
how many of these organizations were tax exempt, and they sent 
up a book as large as the New York telephone directory listing tax 

exempt philanthropic organizations. 

As I recall, there were around 50,000 of them. I understood you 
to say that there are just 2,000 of them. 

Mr. Satmon. I was thinking of the people who use the mails sub- 
stantially. I don’t think there would be any such group as 50,000 
that use the mail substantially. Certainly there wouldn’t be that 
number in any third-class category, which is the one which we have 
now in philanthropy where we have the special half-cent regulation. 

The CuatrrMan. You have a special rate now for that. 

Mr. Satmon. Yes, and that has worked very well and it is the 
same general kind of thing that we are seeking. 

I would like as a citizen to make just this comment, if I could, 
and that is that certainly I would have no objection as a citizen to 
paying whatever need be paid extra for first-class mail, whether it 
is an increase of a penny or 2 pennies, because, as I understand it— 
and I am not an expert—the average person during the course of 
any given week doesn’t receive more than 3 or 5 pieces of mail so 
that that would not create any great burden. 

I do think, however, that some consideration might be given, as 
we do in business and in other areas, to the bulk users of first-class 

mail. Whether that was a half-cent exemption or whatever it might 
be, it might be that we might have to take our share, which we would 
be glad to do if we could possibly do it. 

We don’t want to be left out, but I do feel that the Post Office 
Department is closer to the heart and mind of the individual Ameri- 
ean citizen than any other arm of Government and it is the one agency 
I think that touches all of us favor ably 99 percent of the time. 

We remember the post office from the very earliest days of our 
youth until we die, and it has always been on a favo rable basis be- 
cause perhaps the one most known to us is the letter carrier, 

However, in addition to the letter carrier, the people behind the 
windows do a wonderful job as do the men and women upstairs who 
grease the works and keep the post-office wheels operating. 

I think that this department, or this service, which it has always 
been known as and which it truly is, 1s probably one of the great 
wonders of the world, and I think it should be maintained as a service. 

If it gets into the realm of business, then it might become a very 
big chainstore operation where they might have some sales on stamps 
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and so forth. I think it would be a great mistake. It would take 
away from the wonder of the Post Office Department that it carries 
forward. 

In the West today where they are having no storms, the chances 
are that the ones that. will get through first will be your letters and 
your other classes of mail. 

[ think that is worth maintaining, and if I might use a very humble 
approach to this matter, I will myself be celebrating my 40th anni- 
versary with this particul: uw organization, and during the course of 
my stewardship there-—we are a nonprofit, charitable organization, 
and we do face deficits and all that kind of thing—I have main- 
tained that we must alw: ays remain a service. 

Among other things, out of some 20 services we conduct a business 
which runs to about $2 million a year, where blind persons make 
certain products, and I have maintained, whether it is in the business, 
whether it is in the social-service department, in the medical de- 
partment, the department for the deaf and blind, in a vocational 
rehabilitation department, or any other, that in my job as the admin- 
istrator I am to be held to account for conducting this department 
along the best lines possible. 

If | come up with a deficit after I have done it well from a good 
business and professional standpoint, then that is all well and good. 

We will try and find the deficit. That is the way I feel about the 
Post Office. I think it should be conducted on the best possible lines 
and it should be a service and if it has to have a deficit, ways and 
means should be found to take up that deficit. 

I don’t think it should be even considered a deficit. I would think 
it should be considered simply the difference between income and 
outgo. 

Mr. Gross. Mr. Chairman ? 

The Cuarrman. Mr. Gross. 

Mr. Gross. I want to commend the statement just made. I think 
it is one of the finest statements made thus far before this committee. 

Mr. Saumon. Thank you. 

The Cuarrman. Mr. Rees. 

Mr. Rees. As I understand it, you use first-class mail for your solici- 
tation. Of course, you could use third class. 

Mr. Satmon. No, we couldn't. 

Mr. Rees. You cannot use it? 

Mr. Saumon. You couldn’t use it because your timing is off. In- 
herent in any direct-mail appeal is timing. Jhe actual time of that, 
the time of day we send this letter out, the time that the person gets 
it, is so important that if we deviate from it. then there is trouble. ‘We 
lose out in the mail. 

I can show you that in many tests. 

Also, when we send out a followup letter we have to send that out 
at a very definite time. For instance, we have tried to spread it a 
little bit from the 10 days that we use new to 20 days, and it doesn't 
work. 

Mr. Rees. What you mean to say is that first-class mail 1s more 
effective. 

Mr. Saumon. Oh, yes; first-class mail is more effective. Third- 
class mail sept eiibts stays in the post. office in a lump there, and you 
just cannot depend on third-class mail getting through. I think that 
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has always been one of the arguments of the Department why you 
should spend the 3 cents for the first-class mail. It will get through 
and it has priority. 

Mr. Rers. Along with Mr. Gross and others, I appreciate your 
testimony. 

Mr. SAL MON. Thank you very much. 

Mr. Santaneeto. Mr. Salmon, does your organization raise the 
funds for the Industrial Home for the Blind on a contract basis, or 
does it do it as a directorship of the Home for the Blind ¢ 

Mr. SALmMon. It is done as the directorship of the Industrial Home 
for the Blind. We employ all the people that are concerned with it. 
We buy all the stamps and the literature, and everything else. 

Mr. SANTANGELO. You do not contract out and are not therefore sub- 
ject to the abuses which are disclosed during the New York State 
investigation. 

Mr. Saumon. No, indeed. We have a fund-raising counsel, on the 
same basis as an attorney who is on a retainer, that has nothing to do 
with how much or how little money we raise, and in the Industrial 
Home for the Blind no one over all the years has ever received a per- 
centage for any gift. 

Mr. Sanranceno. In other words, that is a solicitation which you 
send out fo bring in funds which come directly back to you and are 
not ‘hen siphoned off by an ageney which gives you a piece 4 

Mr. Satmon. That is right. 

Mr. Sanrancero, And, of course, you are aware that during the 
philanthropic gyps that were going on in the State of New York, 
some of these agencies received less than 10 percent of the funds which 
were solicited. 

Mr. Saumon. Yes. 

Mr. Santancervo. However, that does not apply in your particular 
situation ? 

Mr. Sarmon. No; it does not. Ours is about less than one-half of 
1 percent. 

Mr. Santanceto. While T concede the equities in your particular 
situation, I also recognize that many of the charitable organizations 
which were raising funds were contracting them out and the con- 
tractors were making most of the money and not turning it over to 
the charitable organizations. They were making ita business. While 
I see merit to your position, I am afraid T do not like to subsidize 
some of these groups which are making tremendous profits at the 
expense of the kindness of the people of the country. 

Mr. Saumon. Yes; I don’t know whether you are familiar with—— 

Mr. Sanrancero. I listened to some of the hearings. I was in the 
State legislature at the time. [ am somewhat familiar with what 
went on. 

Mr. Saumon. Of course, in New York State, where some of them 
may have sent out to letter malin to actually process the work, the 
number of racketeers or anything of that nature which was shown up 
vas almost nil. It was only the top. Even the World Telegram and 
Sun was 3 percent, and they were the ones that spearheaded it. 

Mr. Santanceno. I am just concerned about your situation. The 
funds that you solicit come directly to you without siphoning off by 
a contractor ? 

Mr. Saumon. They do; yes, sir. 
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The CuatrmMan. We will hear from the third representative of the 
blind organizations, Mr. Foote. 

Mr. Foorr. A resident of Pelham, N. Y., I am Franklin M. Foote, 
M. D., executive director of the National Society for the Preverition 
of Blindness, of New York City. 

I have served in public-health work in Tennessee, Connecticut, and 
New York, and was in the Army Medical Corps from 1942 to 1946. 

In addition to my full-time position with the national society, I have 
served as chairman of the school-health section of the American Public 
Health Association, as president of the New York State Academy of 
Preventive Medicine, and am secretary for the Western Hemisphere of 
the International Association for the Prevention of Blindness, the 
headquarters of which have been in Paris since it was organized in 
1929, and which has a consultant relationship to the World Health 
Organization. 

Founded in 1908 and incorporated in the State of New York in 
1918, the National Society for the Prevention of Blindness carries on 
a program devoted to saving sight for men, women, and children of 
all ages throughout the United States. 

The wide range of activities which are included in this program 
start with care of the eyes at birth and extend through medical, surgi- 
cal, and social treatment of the eye problems of the aged. 

The national society’s objective is to reach as many individuals 
as possible in our population of 167 million with the message of eye 
health and protection in order to prevent all types and degrees of 
visual handicap. We work closely with the Public Health Service 
and with other Federal and voluntary health, education, and welfare 
agencies. 

Because this program is one of preventing a handicap and not 
limited to work with a specific segment of the population, it is neces- 
sary to communicate information about saving sight as widely as 
possible. Therefore, a great volume of the work is carried on through 
correspondence. 

In research to determine the causes of blindness and reduced vision, 
to find out what the special problems of people with eye trouble are, 
and to evaluate the need for special service for those with visual 
handicaps, it is necessary to collect most of the basic data through 
mail inquiry among hospitals and laboratories throughout the world. 
Research of this nature serves as a basis for national program 
planning. 

In supporting much-needed basic laboratory and clinical research 
in the blinding eye diseases, correspondence with medical schools, 
with private and governmental agencies, and with scientific research 
leaders is required. 

In the program to encourage eye safety in industry, close contact 
is maintained with 1,684 plants employing 3 million workers, which 
have chapters of the Wise Ow] Club, safety-inc entive idea sponsored 
by the society. 

Since 1948 a total of 11,891 men and women have been honored 
with membership in the club, which is evidence that their sight has 
been saved because of conse ientious wearing of eye protection when 
accidents occurred. 

In addition many thousands of physicians, nurses, and safety direc- 
tors of industrial plants receive the society’s literature and advice 





READJUSTMENT OF POSTAL RATES 171 


on utilization and protection of eyesight through first-class mail each 
‘year. 

In the program of professional services, information is provided 
to teachers, general medical practitioners, public health workers, school 
and vis siting nurses, social workers, and rehabilitation workers about 
eye care and all factors related to vision so that the most up-to-date 
information will be available to them. <A large portion of this work— 
in fact, almost all of it—is carried on through first-class 
correspondence, 

The national society is the only national voluntary agency carry- 
ing on a year-round program of educating the public about eye care 
and protection. 

To meet this responsibility it is necessary to answer thousands of 
letters from visually handicapped persons requesting information 
each year. During 1956 approximately 30,000 such inquiries came 
to the society by mail. To provide information to as many persons 
as possible, pamphlets and other educational materials are sent by 
first-class mail to more than 500,000 persons annually. 

In addition we are in constant correspondence with the press, radio, 
television, and popular magazines. 

The society’s fund raising and administrative setup is accredited by 
the National Information Bureau. It is supported by more than 
50,000 contributors who receive by mail periodic reports on activities 
and progress in preventing blindness made possible by their support. 
The gifts of our contributors are exempt from income tax under the 
Internal Revenue Code of 1934, section 501 (c) (3) im accord with a 
letter dated October 9, 1934, from the trees coe 

We raise all of our funds ourselves. We do not send any of that 
part of our work out. We handle it entirely. Every cent that is 
raised comes directly to us and we have never raised money on a 
commission or any other basis of that sort. 

That is considered unethical by the Natonal Information Bureau, 
which is a national agency dealing with the accrediting of philan- 
thropic organizations. It has its headquarters on 42d Street in New 
York City. 

For 1957 postage represents more than 10 percent of the national 
society’s total budget. If an increase in rates of various classes of 
postage is passed, it will necessitate curtailing our services. 

The prevention of blindness work of our State chapters in Cali- 
fornia, Connecticut, and Indiana, State committees in Arizona, Colo- 
rado, Georgia, Kentucky, Michigan, Missouri, Okl 4 OY Texas, and 
Wisconsin, and other affiliated tax- exempt organizations would be 
equally curtailed by a rise in postage rates. 

Therefore, we hope that the committee will give consideration to 
some method of avoiding a serious handicap to our prevention efforts. 

Our though was that this might be done through a symbol or some- 
thing could be printed on the envelope or possibly through a special 
kind of stamp available to organizations like ours. 

With regard to others in the public health and social welfare field, 
the National Health Council, of which we are a member, includes 
now about 50 health agencies, such as tuberculosis, crippled chil- 
dren’s society, the American Heart Associ ation, and others of that 
sort, so there are, I would say, possibly at most 60 large ones in the 
health field. 
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In the welfare field I am very familiar with the work of the 
National Social Welfare Assembly, which is a planning group and 
a coordinating group on the social welfare field, and that includes 
around 50 or 60 national social welfare agencies. 

Some of these agencies are family case work and child welfare 
and settlement house.organizations, Boy Scouts and Girl Scouts, 
which raise their funds through the Community Chest in many cases, 
or in ways other than through the mails. 

I think also in the list of tax- -exempt organizations furnished by 
the Post Office, there would be included a great many of these local 
foundations, small foundations, some of them family foundations 
set up by a family, as the Rockefeller Foundation was set wp, and 
the Ford Foundation, only there are literally thousands of them even 
in a city like New York set up by relatively small families. 

There are private schools, colleges, universities, settlement houses, 
and other organizations which would not be in the same ¢ ategory as 
many of these in the public health and social welfare field raising 
their money through first-class mail. 

The Community “( ‘hest, of course, is also tax exempt, but the bulk 
of their funds are raised through house-to-house solicitation and the 
kind of fund raising that organizations like we have carried on does 
not compete with that since it is done through the mail. 

Mr. Rees. How much money do you collect in a year’s time / 

Mr. Foore. Our income through the mail would be around $250,000, 

Mr. Rees. You have other donations besides the mail, though ¢ 

Mr. Foorr. We have legacies. Of course, those come through as a 
result of mail solicitations. They are eae able. 

In the average year we probably g get an additional seventy-five or 
one hundred thousand dollars in the form of legacies. They are quite 
unpredictable since a person who has been a contributor for 5, 10, 
or 15 years will sometimes include us in his will and then we get the 
money a good many years later on. 

Mr. Rees. It t: akes. about $25.000 of postal expense to rr anise $250,000; 
is that it? 

Mr. Foorn. It isn’t quite that much, I would say, in postal expense. 

Mr. Rees. Using your 10-percent figure. 

Mr. Foore. However, you see a great deal of our correspondence ts 
not related to fund raising. It is related to performing a service, to 
answering inquiries and communicating with the various people 
named in my statement, so that our entire use of first-class postage 
is equal for purposes other than fund raising, to the amount spent 
for fund raising. 

The Cuairman. Are there any other questions ? 

Mr. Crpersera. Following Mr. Santangelo’s remarks regarding 
some organizations that have taken advantage of the charitable nature 
of another organization, the Dowdy subcommittee, of which I was a 
member, held hearings on that very matter and I can sympathize with 
the problem that you gentlemen have, but to put it into effect would 
probably open the door to some of these other organizations who have 
been actually unser upulous in their dealings in ti aking funds from the 
public under the guise of charity. 

We held hearings here and we visited Chicago, which seems to be 
a center of that activity, and there are some problems i in New York, 
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especially in the area of unsolicited merchandise, and the statistics are 
absolutely fabulous. 

Some of the organizations did not even receive 10 percent of the 
income that was brought in and there have been many millionaires 
made in that partic ulr field. That is one that this committee is going 
to have to look into very, very seriously I would think. 

It is too bad, but to try to administer your program I can see would 
provide us with a terrific number of problems. 

The Cuatrrman. Are there any other questions. 

If not, thank you, gentlemen. 

The next witness is Mr. E. P. Schwartz, the director of circulation 
of the Des Moines Register and Tribune. 

Mr. Gross. Mr. Chairman, may I make a brief observation ? 

The Cuatrman. Yes, sir, Mr. Gross. 

Mr. Gross. Mr. Chairman, the Des Moines Register and Tribune 
daily newspapers, morning and afternoon, which Mr. Schwartz is 
representing here today, occupy a rather unique position in the daily 
newspaper field, in that of their more than 80,000 daily mail circulation 
some 87 percent is delivered on rural routes, which is quite unlike most 
of the daily newspapers of the country. 

I am glad you are here, Mr. Schwartz, and want to welcome you 
to present your testimony, which I am sure will be both interesting 
and informative to the members of the committee. 

Mr. Scuwartz. Thank you, sir. 


STATEMENT OF E. P. SCHWARTZ, DIRECTOR OF CIRCULATION, THE 
DES MOINES REGISTER AND TRIBUNE 


The CuarrmMan. Mr. Schwartz, we will be glad to hear from you. 

Mr. Scuwarrz. Mr. Chairman and members of the committee, I am 
E. P. Schwartz. I live in Des Moines. Iowa. I am circulation di- 
rector of the Des Moines Register and Tribune. They have a cireula- 
tion of 83,866, of which 72,871 or 86.9 percent is RF D. 

[I have been engaged in newspaper circulation work 47 years, the 
last 44 with the Register and Tribune. For the first 33 of those 44 
years I was mail subscription manager. 

In addition to representing our newspapers, I also appear for the 
Iowa Daily Press Association, which includes 38 of the 41 daily news- 
papers in the State. 

And I have a letter here from the lowa Daily Press Association, Mr. 
Chairman, which I would like to have made a part of the record. 

The Crarrman. Very well, it will be inserted in the record at this 
point. 

(The letter referred to ts as follows :) 

lowa DaILy Press AssocraTion, 
Des Moines, lowa, Mareh 21, 1257. 
Mr. EK. P. ScHwarvtz, 
Circulation Manager, Des Moines Register and Tribune, 
Des Moines, Towa. 

Dear ErNic: The board of directors of the Towa Daily Press Association, at 
its regular meeting today, instructed me to convey its thinking regarding pend- 
ing proposals in Washington to increase postal rates covering second-class matter. 

Our publishers are sympathetic to the needs of the Post Office Department for 
more funds to cover increased costs of handling mail. However, they feel the 
increases proposed are exorbitant, arbitrary, and entirely out of keeping with 
the present service covering this type of mail. 
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They point to'the fact that in order to give any kind of reasonable service to 
rural subscribers in Iowa it has become necessary for them to transport, at 
their own cost, substantial percentages of their mail-delivered papers to final 
post-office destination, a service which should be, but is not being, provided by 
the post-office service. 

They point out that while they will make every effort to absorb reasonable 
increases in postal costs, as they have increases in other costs, their only 
option in the event that the proposed increases are voted will be to pass this 
postal increase on to their farm customers and inform them why the cost of 
their paper must be increased by amounts ranging from $1.50 to $2 per year. 

We will appreciate your presenting this material to the committee in the 
interests of the members of this association, which includes all the daily news- 
papers in the State of lowa with the exception of your company’s papers and 
the Missouri Valley paper. 

Very truly yours, 
Hersert O. Tscuupy, 
Erecutive Director. 

I also represent the International Circulation Managers Associa- 
tion, of which I am past president and member of its postal commit- 
tee. This association has approximately 1,000 members representing 
daily newspapers which range in size from 5,000 circulation to those 
in the largest cities of the country. 

Mr. Scuwarrtz. In the fall of 1953, I was a member of the trans- 
portation subcouncil of the Senate Advisory Council. 

Today I hope to show you the drastic effect of postal increases 
in actually reducing potential postal revenues and also causing sub- 
stantial daily newspaper circulation losses. 

I hope to point out the implications attendant with the proposed 
postal increases, both as to the postal department and the newspaper 
publishers. 

I hope to persuade you that the increases proposed are not equitable. 

On March 21, 1949, I appeared before the House Post Office Com- 
mittee representing the Inland Daily Press Association. 

At that time, among other things, I listed 121 newspapers, from all 
over the United States, having less than 100,000 circulation each. Of 
their total circulation of 3,439,638, mail circulation was 1,126,539— 
or 32.9 percent. 

I then stated that in my opinion anything affecting volume or 
postage rate of their mail circulation was important to these news- 
papers. This was, and still is, true of all newspapers with mail 
circulation. 

I went on, at that 1949 committee appearance, to predict that 
increased second-class postal rates would reduce potential postal reve- 
nues from daily newspapers by driving their circulation out of the 
mailservice. What took place ¢ 

Second-class rates were increased 30 percent beginning in 1952, and 
newspaper mail circulation has shown a very large decrease. Let me 
demonstrate : 

The following table shows what has happened to our total daily 
mail circulation since 1945. Alongside we show subscription prices 
in effect, our total annual second- class postage bill for each year, and 
the first- and second-zone postage rates in effect. 

I shall not take time to read all these figures except to point out that 
in 11 years our mail circulation has declined 39,630, or a loss of 32.3 
percent. 


READJUSTMENT OF POSTAL RATES 175 


(The table referred to is as follows :) 


Des Moines Register and Tribune mail circulation, 1945 to 1956 


| 


Daily mail | Average annual mail subsidy | Total annual | ist and 2d 


Year | circulation | price | 2d-class | zone, 2d-class 

| postage postage rate 

aed he sink tees Sh ae Sak at a een teeta 

Cents per 
pound 

1945 ‘ 122, 493 | $8 | $141, 275 1. 50 

1946 121,932 | $9.50__- ~ 170, 123 | 1. 50 

1947_.... 116, 746 | $9.50- el 174, 898 1. 50 

1948 : 110, 511 $11.50... : = 180, 310 1. 50 

1949 : 107,318 | $11.50_____- ee 176, 160 | 1. 50 

1950 104, 670 | $11.50_-- 183, 747 | 1. 50 

1951 104,105 | $11.50... 180, 527 | 1. 50 

1952 103, 150 | $11.50_- . 194, 564 | 1. 65 
a , ga |/$13, rural \ ecient 

1953 i 100, 932 |\$15.60, towns - 206, 503 | 1.80 

1954 ; 94, 255 do 213, 075 | 1.95 

1955 aS 89, 097 do 219, 338 | 1. 95 

1956 ‘ 52 82, 863 ae *s 214, 212 | 1.95 
11 year loss é —39, 630 | 11 year increase... - ; 72, 937 | 


Percent loss att a . —32.3 | Percent gain. -- = 51.6 s 


Mr. Scuwartz. The above figures show also, as I said, that while 
mail circulation declined 32.3 percent, second-class postage costs in- 
creased 51.67 percent. 

If our mail circulation had been maintained at the 1945 peak level, 
our total postage bill, at the present second-class postage rates, would 
have been $316,032, or 47.5 percent larger for the year 1956. The 
difference of $101,820 represents annual second-class revenue lost be- 
cause of reduction in volume of mail circulation on our newspapers 
alone. 

Following is a list of 12 Iowa daily newspapers having the largest 
daily mail circulations in our State. Note that 9 of them show an 
average of 16 percent mail circulation loss in the last 8 years. 

(The table referred to is as follows :) 


8-year record of daily mail circulation for 12 Iowa daily newspapers 


Total mail circulation | 





A Ae a Gain or Percent 
{ loss | gain or 
September | Septe mber | loss 
1948 1956 
are . sales I 
Burlington Hawkeye 5, 711 5, 282 —479 —8 
Cedar Rapids Gazette . 12, 686 13, 180 494 | 
Clinton Herald. 4, 808 4,090 | —718 | —14 
Council Bluffs Nonpareil », 145 i, 020 ~125 —2 
Davenport Democrat & Times 7, 741 5, 693 2, 048 —26 
Dubuque Telegraph Herald 20, 346 | 15, 536 —4, 810 | 24 
Fort Dodge Messenger 5, 983 6, 967 Ys4 
Marshalltown Times-Republican _. _- 5, 002 4, 760 —242 —5 
Mason City Globe-Gazette 10, 052 | 10, 771 719 | 
Ottumwa Courier 4, 940 3, 378 —1, 562 | —32 
Sioux City Journal-Tribune 38, 777 31, 731 | —7, 046 | —18 
Waterloo Courier... 18, 459 17, 517 | —942 | —5§ 
9 dailies with losses oa : 110, 929 92, 957 —17, 972 —16 
3 dailies with gains a 28, 721 | 30, 918 2, 197 | 8 
| | 
EOC Gar £0 CONS os Gi ieacncccccnwetbicnl 139, 650 | 
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Mr. Scuwarrz. Below is a list of 13 leading, large city, Midwest 
newspapers. All of them show substantial mail circulation losses in 
recent years, ranging from 13 percent to 62 percent, for an average loss 
of 25 percent for the group. 

(The table referred to it as follows:) 


Mail circulations of 13 leading Midwest daily newspapers 


Total mail circulation 


ee ah ee = Gain or Percent 
| loss gain or 
September Septem ber | loss 
| 1948 1956 
' 
Chicago Tribune 88, 853 70, 923 | —17, 930 —~%) 
Chicago American + : 18, 063 14, 640 —3, 423 -19 
Chicago News-.-. ; ame 8, 584 4, 946 —3, 638 | ~42 
Chicago Sun-Times. -. a 18, 825 7, 120 | —11, 705 | —62 
Omaha World-Herald... ...........-- -| 57, 935 | 57, 257 —678 | —1 
St. Paul Dispatch... __. anes 22, 743 | 14, 454 | —8, 289 | ~36 
Minneapolis Star-Tribune___. ; | 59, 799 | 42, 723 | —17, 076 | - 
Milwaukee Sentine] - -{ 26, 184 | 17, 745 | —8, 439 —32 
St. Louis Post-Dispatch and Star_.. 23, 293 20, 285 | —3, 008 | —-w 
St. Louis Globe-Democrat_-.__..........._..--. 34, 672 | 28, 781 | —5, 891 | —17 
Kansas City Star-Times....____- ; a 21,154 | 15, 150 } —6, 004 | —~2 
St. Joseph News.............--..__-. : 10, 352 | 7,65) | —2,701 | ~2%6 
Sioux Falls Argus... .. -| 27, 262 | 23, 192 | —4, 070 -15 
ee — ee | ee a 





Total. stuec teal 417,719 | 324, 867 | —92, 852 | 2: 
| { | 


Mr. ScHwartz. From these examples, it is evident that there has 
been a substantial loss of.daily newspaper mail circulation since the 
Jast 30 percent second-class postage increase. 

In my opinion, it will be difficult to maintain mail circulation at 
present postal rates. Any further increase in second-class rates in- 
evitably will accelerate the decline in mail circulations. 

As long as the Post Office Department has personnel and facilities 
for handling all classes of mail, it would be far better to encourage 
the development of more second-class mail volume from daily news- 
papers at reasonable rates. The resultant revenue would help cover 
fixed costs that are not likely to be reduced if second-class newspaper 
mail volume continues to decline. 

Last Tuesday, Deputy Postmaster General Stans presented several 
charts referring to publishers’. second-class mail. Chart.12 showed the 
increasing spread between revenue and cost per piece. Note that most 
of the increase occurred from 1945 to 1956, the period to which I have 
been referring. 

Without getting into a debate about the cost. ascertainment of 
methods of the Department concerning which there is some disagree- 
ment, let me show how rate per piece is affected by volume, not entirely 
by rate. 

We have a contractor who hauls 9,124 copies of our morning paper 
by truck from Des Moines to Ottumwa, a distance of about 90 miles. 
The cost per trip is $24.60. The transportation cost per 100 pounds 
is 27 cents. 

If the volume on the truck is cut in half, the cost per trip would 
be reduced somewhat, but the cost per 100 pounds would go up to 
46 cents. 

If the volume is doubled, the cost per trip would be increased some, 
but the cost per 100 pounds would go down to 16 cents. 
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Applying this example to the Post Office problem may explain the 
reason that chart 12 shows a widening spread per piece between 
revenue and costs. With fewer pieces of daily newspaper mail cireu- 
lation being handled by the Post Office Department in the future, 
combined with continued increasing costs, the spread is bound to 
widen. 

Mr. Stans’ chart 18 shows a breakdown of second-class costs for 
fiscal 1956. Some of these costs should not be charged to daily news- 
papers, in my opinion. 

For example, chart 13 shows that $79.4 million represents the cost 
of city mail carrier service chargeable to second-class mail. Local 
daily newspapers, and I mean newspapers that cover a limited terri- 
tory, such as zone 1 and zone 2, not the few papers that are distributed 
nationwide, make very little use of the city mail carrier service for 
delivery of their newspapers. 

For example, there are 12 Iowa cities with over 25,000 population. 
Yet we have only 403 city mail carrier deliveries in all 12 cities com- 
bined. We have only two copies in the entire city of Des Moines, and 
they are free service copies for the postmaster and the weather bureau, 
neither of which I believe are delivered by mail carriers. 

In all Iowa towns having city mail carriers, we average 5 to 10 
city mail carrier delivered copies. 

Based on my knowledge of United States daily newspaper distribu- 
tion, I believe this is typical all over the country. Therefore, much 
of that $79.4 million should not be charged against newspapers for 
city carrier delivery service. 

Chart 13 also shows $23.1 million for facilities, supplies, and gen- 
eral administration, and $7.73 million for post-office salaries. 

Again, considering the pone followed by most daily newspapers, 
that charge is questionable. Let me use our own case as an example. 
All of the mail circulation on our morning daily paper is ieeed 
in 1,401 mail sacks on an average day. 

There are 1,260 direct sacks. Of those, 1,145 are delivered by us 
direct. to trains, H. P. O.’s, or post offices of destination. The main 
service rendered by the Postal Department is partial transportation— 
and then local distribution by rural mail carriers, one of whom opens 
the sack or sacks for his office, and gives the proper bundles to each 
carrier. 

One hundred and fifteen other direct sacks are delivered to the Des 
Moines post office for dispatch on H. P. O.’s or star routes which depart 
after our distribution is completed. These are sent to the post office 
at their request and convenience. They require minimum handling, 
just loading. 

One hundred and forty-one other sacks are working mail sacks; 
104 of them are delivered direct. to H. P. O.’s, trains, or star routes. 
Thirty-seven working sacks go to the Des Moines post office. These 
are primarily out-of-State copies. 

So, out of a total of 1,401 sacks, only 10.7 percent are handled by 
local post-office employees or use the facilities of the local post. office; 
89.3 percent do not go through the Des Moines post office at all. 

Again, based on my knowledge of the United States daily news- 
paper circulation distribution, I believe this to be typical over the 
country. An investigation by your committee would, I believe, demon- 
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strate that only a very small portion of these facilities, administration, 
and related costs should be charged to second-class newspaper distri- 
bution. 

Chart 13 shows $55.7 million charged to second-class for transporta- 
tion. At the present time, 32.3 percent of all our morning Register 
mail circulation is delivered by contract trucks at our expense. 

This service, made necessary because postal transportation is not 
available to get our papers to destination on time, cost us $33,140 in 
1956. 

This necessary extra service cost us $1.56 per annual subscription. 
That is in addition to the full postal rate, even though we do every- 
thing but distribute the papers over the rural mail route. This is the 
general practice of most dailies with mail circulation. I was able to 
get, before I left, four examples. 

The Waterloo (Iowa) Courier transports 22 percent of its mail 
circulation at its own —— 

The Dubuque (Iowa) Telegraph Herald transports 12 percent. 

The Davenport (Iowa) Democrat and Times transports 70 percent. 

The Sioux City (Iowa) Journal and Tribune transports 80 percent. 

Hence, we question whether all those $55.7 million should be charge- 
able to daily newspapers second-class mail transportation costs. 

Chart 13 also shows $58.7 million as cost of rural mail service. The 
R. F. D. service was established by the Congress more than 50 years 
ago to bring daily mail and information to farm homes. I started in 
the ne wspaper business shortly after that time. 

When R. F. D. service was established, newspapers were encouraged 
to make use of it. They did so by offering subscriptions at extremely 
low rates, some as low as $1 and $2 per year. It was this early policy 
of making use of the rural mail fac ilities, after they were established, 
that no doubt set the precedent of giving farmers low mail rates. The 
newspaper business still suffers from it today. 

If all daily hewspapers were t aken out of the mails tomorrow, how 
much of the $58.7 million charged to second-class costs for R. F. D. 
service would be reduced or eliminated ? 

Several years ago I wrote to a half-dozen postmasters in Iowa who 
have from 5 to 9 rural routes out of their office, and I asked them how 
much money they would save at their office if they had no newspapers 
to deliver, and those who had nerve enough replied and told me that 
there would be none. Two or three of them sent their letters to the 
post office to be answered from Washington and we got the customary 
answer. 

If they were taken out of the mails, wouldn’t that $58.7 million 
have to be charged elsewhere? And wouldn’t the spread between 
second-class costs and revenue per piece on chart 12 be wider still? 

Daily newspapers circulating through the mails should be welcomed 
by the Post Office Department as a source of good revenue at minimum 
cost of handling. Newspapers require very little service from their 
local post office. Newspapers require no weighing. Newspapers re- 
quire a very minimum of sorting, even at destination. Newspapers 
require very little handling at the home post office or even en route. 
Newspapers are delivered primarily in local zones 1 and 2. 

Newspaper publishers believe that the proposed increases in second- 
class rates are out of line with actual costs involved, and also out of 
line with proposed first-class postal rates. 
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It is well known that first-class is the real revenue producer for the 
postal service. All postal service is geared to handling first-class mail, 
with first-class service. 

First-class mail has been 3 cents for 25 years. Yet it is proposed 
to increase it only 3314 percent. 

From 1934 to 1952, during 18 years while first class was 3 cents, 
second class was 14% cents per pound. During all those years the 
Congress felt that 3 cents first class and 114 cents second class was a 
fair relationship between them. 

Then, in 1952, 1953, and 1954, second class was raised to 1.95 cents, 
which was an increase of 30 percent. 

Now it is proposed to add 60 percent on top of the 30 percent. This 
actually means an increase of 78 percent over the old 114-cent rate, or 
a total increase of 108 percent since 1952. 

Following is a table of the effect of postal-rate increases per annual 
subscription of the Des Moines Daily Register—based on supplying 

each subscriber with 100.2 pounds of newspapers during 1956, of 
which 55 percent was reading matter and 45 percent advertising. 

(The table referred to is as follows ) 





| | | 
1At 1951 postal! At 1957 postal! At proposed Tneres ased cost 
' 





rates rates | postal rates | over 1951 
cial cet eect tein eae cca Rats ——-} |__| DiBicince: 
EN TN Se See ee $1. 50 $1. 95 $3.12 | $1. 62 
Zone 3 | 1. 725 2. 2425 | 3. 588 1. 863 
Zone 4_--- | 2.175 | 2. ~ | 4. 524 | 2. 349 
Zone 5... , 2. 625 | 3. 4125 | 5.46 | 2. 835 
Zone 6__..-- 3.075 | 3.9975 5. 396 | 3. 321 
S| ae seit | 3. 525 | +e 5825 | 7. 332 3. 8095 
Zone 8_- as | 3. 975 . 1675 of 8. 268 4. 293 


Total increased costs for 5 Iowa daily newspapers under the proposed rates 


Waterloo Courier. $22, 500 


Sioux City Journal- Tribune_______- beth oats gcse ets _. 33, 800 
Dubuque Telegraph-Herald sie eee: 
Davenport Democrat and Times_ - - - Sora ei crac 
Des Moines Register and Tribune Jf _.. 126, 000 

Mr. Scrrwarrz. In view of these foreyuitils facts, newspaper pub- 
lishers believe that neither economics nor the historic ally accepted 
rel: ationship between these rates can justify increasing first-class rates 
only 3314 percent and second-class rates by as much as 108 percent. 
It will increase the cost of newspaper distribution disproportionately. 
It will inevitably further reduce daily newspaper mail circulation. 

You will note that in all zones the increase proposed is over 100 
percent over 1951. 

Congress itself has established our national policy that every man 
should be well informed. In pursuance of that policy, among other 
things, it sponsored mail distribution of newspapers at low cost, and 
newspapers have cooperated with the Congress in seeking to keep 
mail circulation a viable part of our Nation’s source of information. 

My newspaper believes firmly in this policy. 

Dr. Henry Harmon, president of Drake University has said: 


Your newspaper is a daily chapter in the textbook of the people’s school. 
We desire to make newspaper service available to every possible 
person in the State of Iowa, no matter where he lives. We are greatly 
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concerned with the need to keep the cost of that service within the 
reach of all families of all income levels. 

We urge care and caution in any second-class postal increase so that 
newspapers can continue to serve rural and small town subscribers as 
well as other readers. 

Thank you, Mr. Chairman. 

The CuarrMan. [ infer that you do not think the proposed increase 
in first-class mail from 3 cents to 4 cents is adequate or sufficient 

Mr. Scrrwarrz. I am just stating the relationship between the two. 

The CuarMan. How much do you think the increase in the first- 
class mail rate should be, then ? 

Mr. Scuwartz. I am not a first-class mail expert. 

The CuHarrmMan. Your company uses first-class mail extensively, 
does it not? 

Mr. Scuwarrz. It would cost us some money to go to 4-cent first- 
class mail. It would cost us less for a 2-cent increase on first-class 
mail than it would cost us to go up on second-class mail at the proposed 
rates, 

The CuarrMan. In other words, you think an increase of first-class 
mail to 5 cents would be more adequate ? 

Mr. Scuwartz. I think it would take care of the Post Office deficit 
a whole lot quicker than raising second-class rates. 

Mr. Ress. Is that the way you would handle it as a businessman ¢ 

Mr. Scuwartz. I think I would go with the 4-cent rate, to start with, 
and see what that does to the deficit. 

The Cuarrman. According to the chart which was made a part of 
the testimony of Mr. Stans, the Deputy Postmaster General, the ex- 
penditures of second-class mail amount to $318,400,000 and the revenue 
from second-class mail amounts to $65,900,000. Do you dispute the 
accuracy of those figures? 

Mr. Scuwarrz. I do not dispute the accuracy of the cost-accounting 
statement. I just simply say that daily newspapers do not use all 
of these facilities. 

The CHarrMAn. How much increase do you think there should be 
in second-class mail postage ? 

Mr. Scuwartz. Let my statement answer that. In my last para- 
graph I said: 

We urge care and caution in any second-class postal rate increases so that 
newspapers can continue to serve rural and small-town subscribers as well as 
other readers. 

The CuatrrMan. Any questions ¢ 

Mr. Porrer. Mr. Chairman 

The Cuamman. Mr. Porter. 

Mr. Porter. The witness apparently has invoked three different 
grounds why there should not be an increase in second-class mail. I 
would like to get a little clarification. 

As I understand, Mr. Schwartz, you criticized the cost-ascertain- 
ment method feeling that there are some costs which are not taken into 
account by the Post Office, and then you mentioned the historical 
policy and you then argue towards the last here for some consideration 
of the fact that we do have this policy of disseminating information. 

I assume, taking the o one first, you believe then that there should 
be a subsidy for second-class mail on the basis of this policy of en- 
couraging dissemination of information. 
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Mr. Scuwartz. I am not sure that there is a subsidy, if you give 
newspapers credit for all the things that they do to deliver their mail 
at their own expense and the minimum handling that they get from 
the Post Office Department. 

Mr. Porter.. Apart from that, do you believe that there should be 
a subsidy? Is this one of the things where we ought not to look at 
this profit and loss 

Mr. Scuwartz. I think you ought to look at it from a business basis. 

Mr. Porrer. No subsidy ? 

Mr. Scuwartz. I think you ought to look at it on the basis that if 
you drive the newspapers out of the mails, the Post Office Department 
is going to lose money. 

Mr. Porrer. Then your real complaint here is with the cost-ascer- 
tainment methods of the Post Office Department? You think they do 
not reflect the savings and the actual expenditures that are made in 
sending out second-class mail? You think they overstate? Is that 
your position ? 

Mr. Scuwartz. I think so; yes. 

Mr. Porrer. In other words, the Post Office has not used its ac- 
countants very well in figuring out what second-class mail should be? 

Mr. Scuwarrz. I will not say that. I think the cost accounting 
probably is all right from the way they do it, but I think that when 
you count pieces of mail, wherever they count them, and count daily 
newspaper pieces in along with all the others, a lot of service we 
render may not be considered. 

For instance, a high percentage of the rural mail route service is 
being charged to the second-class mail, and that service is going to be 
there whether there is any second-class mail or not, I am pretty sure. 

Mr. Porrrr. You are really saying it is good business, but the Post 
Office, through its accountants, does not know that it is good business 
to charge these low rates for second-class mail? Is that your position ? 

Mr. Scuwarrz. Yes. I think the volume is important, just as | 
showed in this example of our truck. The volume is more important 
to us than the amount we pay the truck driver for hauling papers 
down there. If we can double our volume we do not increase our 
cost proportionately. If the Post Office would increase its volume 
it would not increase its cost in proportion and it would be money 
ahead. 

Mr. Porter. You are saying that the proposed increase that the Post 
Office is backing indicates poor business judgment on their part? 

Mr. Scuwartz. I do not know whether I would put it that bluntly. 

Mr. Porrrer. Does that not add up that they do not know what is 
good for themselves ? 

Mr. Scuwarrz. I do not know what the postal organization advo- 
cated a few years ago, but a high postal official told me that he would 
like to have that parcel post back in the mail; that they could handle it 
and make more revenue out of it without increasing their cost, and I 
think second-class is in that position. 

The Cuarman. Parcel post tries to pay its way, though, by rates 
fixed by the Interstate Commerce Commission. It must bear sufficient 
postage to pay its way through the mail. Would you object to the 

same kind of treatment for second-class publications ¢ 

Mr. Scuwarrz. Again, I think I will stick to my statement here. 
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Mr. Porter. Mr. Schwartz, would you agree to the proposition that 
the user should pay for the service he gets, as a general proposition, 
apart from accounting differences you may have with the Post Office 
Department ? 

Mr. Scuwartz. That bears out this matter of service. 

Mr. Porter. In other words, you would pay for what you get. As 
a businessman, do you think that is a good proposition ? 

Mr. Scuwarrz. We think we do now. 

Mr. Porvrer. Do you think that principle ought to be applied in 
postal affairs, too? 

Mr. Scuwartz. I would not say that necessarily, 

Mr. Porter. You do not think you should pay for what you get ? 

Mr. Scuwartz. I think there are some exceptions. 

Mr. Porter. What exceptions? 

Mr. Scuwartz. The gentleman just ahead of me made a pretty 
good case. 

Mr. Porver. All right. Then with regard to first-class mail, you 
seem to be reconciled to an increase up to 4 cents in first-class mail. 

Mr. Scuwartz. Yes. 

Mr. Porter. You think that ought to pay its way. Do you feel it 
should pay more than its way ? 

Mr. Scuwartz. Did it not historically pay more than its way, 
according to the cost-ascertainment report before? 

Mr. Porrerr. I am asking you now. I did not think you liked those 
cost-ascertainment figures. You like it for one reason, but not for 
second-class mail. You say here in your statement: 

All postal service is geared to handling first-class mail, with first-class service. 

You know that, do you, or are you just repeating something you 
heard ? 

Mr. Scuwartz. No; I think that is generally true and I think Mr. 
Stans said that, substantially ; did he not ? 

Mr. Porter. Are your papers delivered on time by the post office, 
generally speaking ? 

Mr. Scuwartz. No. We have to deliver a lot of them ourselves 
because the post office does not deliver them fast. enough. 

Mr. Porter. You mean the post office does not give them any pref- 
erence in service at all ? 

Mr. Scrrwartz. I think they do in some cases. 

Mr. Porter. They do not cooperate ? 

Mr. Scirwartz. I would not say that. The Post Office Department 
has been very cooperative with us. 

Mr. Porter. If I told you that 6 percent of this year’s deficit was 
attributable to first-class mail, and yet this bill proposed here looks 
to first-class mail for 66 percent of the increase. If you accepted that 
as a fact, do you think that is a fair way to operate? 

Mr. Scuwartz. You ask me whether I accept it as a fact. I will 
have to accept it as a fact because I do not know any different. 

Mr. Porrer. In other words, do you think it is all right for first- 
class mail to pay more than its way just because the traffic might bear 
such an increase ? 

Mr. Scuwartz. I think all business has to make some rates for 
things that will stand the cost and other rates that will not stand 
the cost. 
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Mr. Porter. This is the other side of the coin from second-class 
mail. 

Mr. Scuwartz. That is true in our business. 

Mr. Porter. In other words, if the traffic will bear it, if the first- 
class user is not organized the way second-class users are, and will 
pay 4 cents, that is all right with you, whether or not he is getting 
a service and whether or not the cost of that service justifies that 
increase ¢ 

Mr. Scuwartz. I am not sure that I can answer that. 

Mr. Porter. In other words, it does not outrage your sense of fair- 
ness to have the first-class mail user pay more than the cost justifies 
while you second-class users pay a good deal less ? 

Mr. Scnwarrz. I think the first-class user gets a bargain when he 
can mail a letter from Washington, D. C., to Des Moines, Iowa, for 
3 pennies. 

Mr. Porter. Whether it is a bargain or not depends on what the 
costs are; does it not? 

Mr. Scuwartz. That gets back to the cost-ascertainment system 
and I do not want to debate that. 

Mr. Porter. Which you do not accept for second-class, but which 
you do accept for first-class ; is that correct ? 

Mr. Scuwartz. No. I say as a business matter, first-class used 
to produce most of the revenue and paid its way, and with increased 
costs that have gone on over the last 10 or 15 years, a 3314-percent 
increase in first-class mail, in my judgment, is justified and we would 
be very happy if you would let the second-class also take its share 
of 3314 percent. 

We have already had 30 percent. We will take the other 314 per- 
cent. 

Mr. Porrer. In other words, you do not subscribe to the simple 
proposition that the user should pay for the service he gets. 

Mr. Scuwartz. It depends on whom you call the user. The user 
is the subscriber in many cases. 

Mr. Porter. They are the ones who pay you for the papers, as I 
understand it ; is that not correct ? 

Mr. Scuwarrz. That is right. 

Mr. Porter. Is it your position that all of these papers which 
would have increased costs would go out of business if this increase 
on the present basis was allowed ? 

Mr. Scuwartz. I would not say they would go out of business, but 
I would say their circulation would go out of the mails in a large 
percentage, a bigger percentage of it would, and the Post Office De- 
partment would lose more revenue and they would still have the same 
fixed costs. 

Mr. Porrer. Did you prepare this statement, Mr. Schwartz, which 
you read ¢ 

Mr. Scuwartz. I prepared all of it, with some help from the busi- 
ness manager and our assistant legal counsel. 

Mr. Porter. Thank you very much. 

The Cuarrman. Has your paper increased its subscription rate 
in the past few years? 

Mr. Scuwartz. Yes; as shown here by the chart. 

The CuatrrMan. What percentage has it increased ? 
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Mr. Scuwartz. From 1952, which is covered by the second-class 
increase, the rate was increased from $11.50 to $13 in the rural areas 
and to $15.60 in a good many town areas. 

The Cuarrman. Of course, your advertising rates during that same 
period of time increased. 

Mr. Scuwartz. Yes, sir. 

The Cuatrrman. What has that increase amounted to? 

Mr. Scuwarrz. I cannot answer that. 

The CuarrmMan. Mr. Rees? 

Mr. Rees. Of course, you operate your publications for business 
purposes, do you not? 

Mr. Scuwarrz. That is right. 

Mr. Rees. And that is the way it ought to be. You really want to 
pay your share for having your newspapers handled, do you not, 
whatever that is? 

Mr. Scuwartz. We think we are. 

Mr. Rers. That is what I say. You do want to pay your share; 
is that correct? 

Mr. Scuwartz. Yes, sir. 

Mr. Rees. What I am getting at is this: You are not asking for a 
subsidy from the Government. to help you, are you ? 

Mr. Scuwartz. No. 

Mr. Rees. That is what I meant. What share, on a percentage basis, 
is your postal cost in running your business ? 

Mr. Scuwartz. I cannot tell you those figures offhand. I just do 
not. know. 

Mr. Rees. You know how much it costs to run your business. I am 
not asking for exact figures, but you know in round numbers how 
much it costs to run the Des Moines Register. 

Mr. Scuwarrz. I do not know all the total costs. 

Mr. Rees. You do not know? 

Mr. Scuwartrz. No. I only know the circulation figures, and I do 
not have them at the tip of my tongue. 

Mr. Rees. What I was going to ask you is: Could you tell me what 
share of your operating cost is postage ¢ 

Mr. Scuwarrz. I cannot answer that. 

Mr. Rees. You do not know’ 

Mr. Scuwartz. No. 

Mr. Rees. Following the chairman’s questioning here, you have 
increased other costs in your operations in the last few years, just like 
anyone else has. 

Mr. Scuwartz. And we have had very substantial increases in cost, 
like everybody else. 

Mr. Rees. You have to pay more for labor? 

Mr. Scuwartz. That is right. 

Mr. Rees. And you pay more for paper. That has gone up a good 
deal in price, has it not ¢ 

Mr. Scuwartz. Yes. 

Mr. Rees. And you do not object to that? 

Mr. Scuwarrz. We certainly do object to it, but it does not do us 
any good. 

Mr. Rees. That is right. Even the truck that hauls those papers 
for you costs you more than it did 4 or 5 years ago, does it: not ? 
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Mr. Scrrwarrz. Yes; and I might interpose there, our cost for trans- 
porting our Sunday newspapers all over the State of lowa in 1936 
or 1937, about 20 years ago, was 57 cents and some fraction per 100 
pounds. That has ine reased only 25 percent as of this time, and that 
is substantially lower than a lot of other costs. In other words, again, 
volume has helped us to keep the cost per piece down, and that is the 
point I am trying to make in this paper. Maybe I do not do it very 
effectively. T he more pieces you can handle with your fixed costs, the 
less it costs to handle those pieces. The relationship between cost and 
revenue per piece will be more favorable. 

Mr. Rees. I was interested in your statement that, of course, first- 
class mail would go whether second-class mail does or not. That is 
what you suggested, which is correct ; that is, we will have a first-class 
mail service regardless. 

Mr. Scuwartz. That is right. 

Mr. Rees. You suggested, of course, it would not cost much more 
to handle second class so long as first class is going. I will put it 
another way. Our rural mail delivery would go anyhow, with first- 
class mail. 

Mr. Scuwarrz, That is right. 

Mr. Rees. What you suggested a while ago, if I am right, is that 
because first-class mail goes anyhow on the rural routes, then it does 
not cost much to take the second class along. 

Mr. Scuwarrz. The second class is the gravy for the Post Office 
Department. 

Mr. Rees. In other words, you kind of go along for the ride; is 
that it? 

Mr. Scuwarrz. The Post Office Department benefits from it, we 
think. 

Mr. Rees. Yes; but there has been some testimony here that even 
rural delivery does not pay its way. Since you get the service of the 
rural delivery, you want to pay for that service, do you not? 

Mr. Scuwartz. I think that is chargeable to the public at large 
the same as city mail and carrier service and a lot of other things in 
“ ig Office Department. 

. Rees. Tam try ing to get your viewpoint. I have been through 
ane hearings 2 or 3} times, and I am just trying to find out what you 
think is right about this. Do you not think, w hatever the amount is, 
that you would want to pay your way on rural delivery? They handle 
these papers for vou. 

Mr. Scuwarrz. I think we do, considering the minimum amount of 
service that we get from the rural mail service. About the only thing 
we get in the rural mail is the rural carrier putting the papers in the 
box. Now, the Post Office Department has asked us to sort all the 
papers for each rural route in the order in which the rural carrier 
delivers them, so all he has to do is put the bundle in his car and put 
papers im boxes as he comes to them. He does not even have to put 
them in the sorting rack. and a good many newspapers will cooperate 
where they can do that. 

Mr. Rees. You do not mind doing that? 

Mr. Scuwarrz. In our case it is a little difficult for us to do it for 
certain reasons, but I think a lot of newspapers will do it. That just 
cuts down the work for the Post Office Department, and we doit. We 
are doing a lot of those things now for the Post Office Department. 
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Mr. Rees. You publish a wonderful newspaper and it has a big 
circulation. However, I still think, as a businessman, whatever your 
share is, you want to pay your way. You do not want a subsidy; is 
that not the answer? 

Mr. Scuwartz. I do not think we want a subsidy; no; but we can 
debate about how much the subsidy is. 

Mr. Regs. I just hope that you want to go on record as being willing 
to pay your share of whatever it costs to handle your mail. That is 
what I am getting at. 

Mr. Creperserc. Mr. Chairman 

The Cuamrman. Mr. Cederberg. 

Mr. Creprerserc. Do you have individual carrier routes in the city 
of Des Moines? 

Mr. Scuwartz. Yes. 

Mr. Ceperrerc. How much is an annual subscription, or I suppose 
they pay by the week? 

Mr. Scuwartz. Yes. We get 30 cents a week for the morning paper, 
30 cents for the evening paper, and 20 cents for the Sunday paper. 

Mr. Ceperserc. In other words, if you were to be a weekly subscriber 
to one of those papers, you would pay how much a day ? 

Mr. Scuwartz. Thirty cents; a nickel a day. 

Mr. Creperserc. And how much on Sunday ? 

Mr. Scuwartz. Twenty cents. 

Mr. Ceperpere. That would be 50 cents a week; is that correct? 

Mr. Scuwartz. That is correct. 

Mr. Creperserc. With regard to the subscription rates that you have 
in your testimony of $15.60 in towns and $13 in rural areas, does that 
include Sunday ? 

Mr. Scuwartz. No; that is just daily, 6 days. 

Mr. Ceperserc. So breaking it down by the day, it would be 30 cents 
a week ? 

Mr. Scuwartz. For the town rate of $15.60; yes. For the $18, it is 
25 cents a week. 

Mr. Creperserc. The $15.60 here is the annual rate, then, for papers 
delivered in the city of Des Moines. In other words, that is what it 
would cost per year ? 

Mr. Scuwarrz. Yes. 

Mr. Ceperverc. And $13 in the rural area? 

Mr. Scuwartz. For the farm circulation ; yes. 

Mr. Ceperserc. Why do you charge less for the farm circulation ? 

Mr. Scuwartz. Because we are charging all the traffic will bear. 
As you notice from these figures, you can see what is happening to our 
circulation. 

Mr. Cepernerc. Then it is not a question of the postage rates; it is a 
question of what the traffic will bear and what the people in the rural 
area are willing to pay. 

Mr. Scuwartz. Postage rates are part of our costs and they have to 
be taken into consideration along with the cost of print, paper, and 
everything else. 

Mr. Ceperserc. Are the people in the towns who do not have it 
delivered on a carrier route at $15.60 picking up part of that $13 that 
you charge to the rural subscriber ? 

Mr. Scuwartz. I am not sure that I understand your question. 
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Mr. CeperserG. Does it cost you more money to deliver the paper in 
the city of Des Moines than it does on the rural routes? 

Mr. Scuwartz. It costs us less in the city of Des Moines. 

Mr. CeperBerG. Why do you charge more per subscription then ? 

Mr. Scuwartz., We need the revenue to operate our circulation 
department. 

Mr. Cepernerc. In other words, it really is not tied in with the mail 
rates at all, because if it were, and the mail rates were costing more to 
deliver the papers in the rural area than by carrier in the city, you 
would have to charge your rural people more? 

Mr. Scuwartz. We would have to charge much more to make up 
all of the costs involved in the rural mail subscription. We would 
have to charge more than the town rate if we got an adequate rate 
from the rural mail subscriber. 

Mr. Ceperserc. If you sent out a daily circulation of 82,863 in 
1956, on an annual basis that would be roughly 28 million or 29 million 
pieces a year; is that right? 

Mr. Scuwartz. I cannot figure it that fast. 

Mr. Ceperserc. It is very close. I have not got it exactly, but 
between 28 million and 29 million pieces, and your annual second-class 
postage was $214,212, or it would cost roughly a little less than a 
cent apiece to deliver through the mail these 28 million or 29 million 
pieces. 

That would be delivered on a daily basis, excluding Sundays, so it 
would be roughly 315 days, or $3.15 as your postal charge per sub- 
scriber to send it through the mail; is that correct ? 

Mr. Scuwartz. The figures here show what the postage charge 
actually amounts to on a year’s subscription. It amounts to $3.12. 
You have gotten at it in a different way. It amounts to about the 
same thing. 

Mr. Crperserc. My figures, I realize, are not accurate. $3.12 to 
deliver that through the mail and you charge $13 for the subscription ? 

Mr. Scuwartz. Yes. 

Mr. Creperserc. How much do you pay a carrier who delivers the 
papers for you from house to house in the city of Des Moines? 

Mr. Scnwartz. We give him slightly more than a cent a copy. 

Mr. Ceperserc. Slightly more than a cent a copy ? 

Mr. Scuwartz. Yes; he gets 8 cents a week on our morning paper 
and 7 cents on our evening. 

Mr. Creperserc. Why would you not be willing to pay the post office 
the same amount of money, or a rural carrier, as you would be willing 
to pay the carrier in the city of Des Moines? 

Mr. Scuwartz. To get back to that difference in the retail price, 
we would have to raise the rate if we got the same retail rate. 

Mr. CeperserG. I am just asking you if it is worth it to your news- 
paper, a little over a cent to deliver your paper to a resident in the 
city of Des Moines, is it not worth at least a little over a cent to 
deliver that same newspaper to someone in a rural area in some other 
part of the State? 

Mr. Scuwartz. Probably is; yes. 

Mr. Ceperserc. Why would you not be willing to go along with the 
increase so that it would cost you a little over 1 cent? 

Mr. Scuwartz. They are paid 1 cent now and the proposed rates 
would be 1 cent; yes. 
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Mr. Creperserc. The proposed rates would be 1 cent to deliver it on 
the rural mail route? 

Mr. Scuwarrz. Yes. 

Mr. Ceperserc. And at the present time you are delivering it by 
carrier in the city of Des Moines and it is costing you over a cent? 

Mr. Scuwartz. Yes, but ours is an exclusive service and we are 
riding along with other classes of mail. We are not getting exclusive 
service from the rural carrier. 

Mr. Gross. Will the gentleman yield ? 

Mr. Ceperserc. Yes. 

Mr. Gross. Do you not have certain collection costs in your delivery 
system ? 

Mr. Scrwarrz. The carrier does the collecting. He delivers and 
collects as well. 

Mr. Ceprerserc. However, that is included in the over-1-cent ? 

Mr. Scuwarrz. Yes, but when you sell the paper to the farmer you 
have some selling costs or collection costs, as Mr. Gross states. 

Mr. Crperserc. However, you still charge him less for the paper 
than you do the fellow in the city. 

Mr. Scrwarrz. I mentioned that in my paper. We still suffer from 
the low mail rate that was established 50 years ago and every other 
newspaper in the country is doing the same thing. 

Mr. Cepverserc. What low rate are you talking about ? 

Mr. Scrwarrz. Years ago when rural mail routes were first started, 
newspapers sold at $1 a year, $1.50 a year, and $2 a year, and from 
a competitive standpoint and historical standpoint, we have never 
been able to get mail rates up to the equal of carrier rates. They ought 
to be more, actually. 

Mr. Ceperserc. When you are talking about mail rates, you are 
talking about rural subscription rates? 

Mr. Scuwartz. Yes. 

Mr. Ceperserc. Not mail rates; rural subscription rates. 

Mr. Scuwarrz. Yes. 

Mr. Creperserc. However, that is a problem that the newspapers 
decided many years ago and should not affect the Post Office Depart- 
ment; should it? You did that years ago in order to increase the 
circulation of your newspaper. 

Mr. Scuwartz. It affects the Post Office Department by losing the 
volume which they are handling, and they still have the same costs. 
It gets back to the point I make in my paper that they are going to 
handle less volume and they will get less money. 

Mr. Ceperserc. I think we have all the facts as far as the cost of 
the second-class mail. The committee has those facts here at the 
present time. However, what I am getting at is, I do not see why it 
should cost you any less to deliver a paper in the rural area than it 
does in the city of Des Moines. 

If you are willing to pay over a cent to deliver a paper to a house 
by a carrier in the city of Des Moines, you ought to be willing to pay 
over a cent to have that same newspaper delivered say 10 or 15 or 20 
or maybe 50 miles away from the city of Des Moines. 

Mr. Scrwarrz. As Mr. Gross pointed out, you have the delivery 
cost, you have the collection costs, and our carrier also acts as our 
salesman, solicits new subscriptions, so that 1 cent a copy covers 3 
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things, whereas the postal delivery on the paper covers only the 
delivery by the mail carrier. 

Mr. Crpersere. You are not saying that you do not have annual 
campaigns to keep your rural subscriptions rates up; are you? 

Mr. Scuwarrz. Sure; and that is part of our selling cost. We do 
figure it in. That is the reason it costs us more to handle mail circu- 
lation than any other kind of circulation that we have. That is our 
most costly business, and we get the least for it on a total basis. 

Mr. CreperserG. It just seems strange to me that you would expect 
to have a paper delivered out of the area for less money than you 
deliver it in your own hometown. That is all. 

The CuarmMan. Are there any other questions / 

Mr. Davis. Is it worth anything to you to have it delivered on the 
day of publication in the city over and above having it delivered a 
day late out in the rural territory ? 

Mr. Scuwarrz. By all means. We get it delivered before breakfast 
in the city of publication. We get it delivered anywhere from 9 o’clock 
in the morning to 2 or 3 o’clock in the afternoon on the rural mail 
route. 

Mr. Davis. Is it worth something to you to have it delivered early 
that way ? 

Mr. Scuwartz. You mean by carrier? 

Mr. Davis. Yes. 

Mr. Scuwartz. Yes. It is far better service. 

The Cuarrman. Mr. Santangelo. 

Mr. SanranceLo. Mr. Schwartz, I am trying to understand what 
you mean by showing a comparison between the reduction in the daily 
mail circulation and your increase in your postage costs. Do you mean 
by that that since 1945, by reason of the increase in the postage, your 
circulation has fallen down? 

Mr. Scuwarrz. No. I probably did not make that clear. When 
I was here in 1949, I said before the committee then that higher post- 
age rates—and they were talking about some unheard-of second-class 
rates at the time, as I remember—would take our newspapers out of 
the mail, and we became fearful that higher rates were going to be 
put into effect, so we deliberately started planning to take our papers 
out of the mail, and we have transferred it to city carrier service in 
these small towns around the State, with the result that the Post Office 
Department has lost the revenue, and they still have the same fixed 
costs that they had then and they probably will have them if they lose 
another 25,000. 

Mr. Santaneeto. The point I am trying to make, was it not your 
intention, therefore, to state that the increase in postal rates since 
1945 has been the direct and primary cause of your reduction in your 
circulation of mail? 

Mr. Scrwarrz. No. The fear of higher rates, along with the 
higher rates we have to put into effect for other costs. 

Mr. Sanranceo. In any event, the increased cost did not reduce 
directly the circulation of your newspapers ? 

Mr. Scuwarrz. Yes; it has. 

Mr. Sanrance.o. Then you state that the reason for the decrease 
in circulation has been the increase in postage rates since 1945? 

Mr. Scuwartz. Part of it. 
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Mr. Santaneeto. Do you know whether it was a primary reason 
or substantially the main reason, or whether it is an incidental reason 
for the reduction ? 

Mr. Scuwartz. The proposed rates of 8 or 9 years ago is the primary 
reason, because we deliberately took about twenty-thousand-some cir- 
culation out of the mail and shifted it to carrier delivery. 

Mr. Santance. In other words, it is not because the rates went 
up that the circulation decreased, but because you started to circulate 
it by carrier rather than through the mails. 

Mr. Scuwartz. Because we were fearful of rates that we could not 
afford. 

Mr. Santancevo. In other words, the reduction in mail was a vol- 
untary act on your part because you found other means of delivery 
of the mail, rather than the mail service? 

Mr. Scuwartz. Some of it; and some of it was because of the rates 
that were raised, the 30-percent raise we have already had, and we 
had to raise our rates again on that. 

Mr. SAnTANGELO. In other words, I would assume as an inference 
that if the rates went up you would further deliver your newspaper 
by other means rather than by the post office. 

Mr. Scuwartz. Wherever we could. 

Mr. Santancevo. And assuming that what Commissioner Stans 
said was the fact, that the cost of delivery of the newspapers to the 
rural area was $58.7 million, and you people had not aided by deliver- 
ing the mail with means of your own, this cost might have gone higher 
for the post office than at $58.7 million ? 

Mr. Scuwartz. Based on pieces and pounds; yes. The costs would 
be probably higher in most cases. 

Mr. Santancexo. You have taken two positions. I want to know 
what your final position is, Mr. Schwartz, whether there is a direct 
relationship between the increased rates and the loss of circulation. 
Is there a direct relationship in your opinion ? 

Mr. Scuwarrz. Yes; there is a direct relationship between any in- 
creased costs. 

Mr. Santancewo. Your costs of labor have gone up; have they not? 

Mr. Scuwartz. Yes. 

Mr. SanTANGELO. Your costs of advertising have gone up; is that 
correct 

Mr. Scuwartz. Yes. 

Mr. Sanrancero. Has the price of your newspaper gone up since 
1945? 

Mr. Scuwarrz. Yes. 

Mr. Sanrancexo. Is it possible that because of the increase in the 
price of your newspaper your circulation has decreased ? 

Mr. Scuwartz. Yes, and postal costs is one of the reasons. 

Mr. SanranceLo, You say postal cost is one of the reasons for the 
price of your newspaper going up? 

Mr. Scuwarrz. Yes. 

Mr. SantTAnGeELo. You could not tell us before what the comparison 
between the costs of postage and the cost of labor was. You were 
not able to tell. the chairman what the overall costs were. 

Mr. Scuwartz.. I do not have those figures available. 
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Mr. Santanceo. Yet you are in a position to state that the primary 
cost is the cost of postage, rather than the cost of labor, in the price 
of your newspaper. 

Mr. Scuwarrz. I didnot say primary. I say that has an effect along 
with others. 

Mr. Sanrancevo. Of course, any increase in the cost has some effect, 
but we are trying to determine the extent of the influence. 

Mr. Scuwartz. I cannot answer that, I am sure. 

The Cuarrman. Mr. Hemphill? 

Mr. Hemrputi. I want to thank the gentleman for appearing. Iam 
sure from what I have heard of the testimony that you are sincere 
in what you have to say. 

As I understand your initial statement, you mean that originally 
the newspapers were asked to go out into rural areasias disseminators 
of truth and facts. That was the original purpose ofthe R. F. D.? 

Mr. Scuwartz. No. This was before my time, but when the routes 
were first established, I think there was every effort made to get news- 
papers into the hands of farmers, and I can recall many times in the 
past when rural carriers have said that “If they are going to count mail 
on my route, I wish you would send the paper out*to 15 or 20 or 50 
subscribers so that it will show that I have more customers, because I 
am afraid they are going to quit the rural mail service on my route.” 

Mr. Hempuiy. I was interested in another statement you made. 
You talk about Mr. Stans’ charts 12 and 13. Did you mean to say you 
believe if the Post Office were to encourage more second-class mail that 
eventually the revenue would reach the cost? 

Mr. Scuwartz. I do not think I stated it quite that way. I said 
that I thought the Post Office Department financial showing would 
be better with more second-class mail from daily newspapers, because 
you would have the revenue without any increase in your costs. 

Mr. Hempnitt. Do you believe that if the Post Office adopted a pol- 
icy which would increase the volume that eventually the revenue would 
reach the cost ? 

Mr. Scuwarrz. I do not know how near it would, but I think it 
would make a better showing than it does by losing the volume, be- 
cause volume is important in anything where your costs are fixed. 

Mr. Hemrnuiiy. In other words, you think that the costs are fixed 
regardless of the volume? 

Mr. Scuwartz. I do; certainly things like rural carriers, city mail 
carrier service, and your post-office overhead. All those costs are 
fixed. You are going to have them whether you handle half the vol- 
ume or all the volume. You may cut the labor down, but not in pro- 
portion to your overhead. 

Mr. Hempuitt. Do you think it would be a problem of management 
insofar as the Post Office is concerned to work out some program of 
increased volume to make the revenue reach the cost ? 

Mr. Scuwartz. I do not know whether the management can do it 
entirely, except that they ought not to be discouraging second-class 
mail. Daily newspaper second-class mail I am talking about. 

Mr. Hemrutty. You believe if they encouraged it, there would be 
some possibility of working it out? 

Mr. Scuwartz. I think if the rates are set so that newspapers can 
corona their papers at low cost on rural routes you will have more 
volume. 
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Mr. Heme. And more revenue? 

Mr. Scuwartz. Yes. 

Mr. Hemputm. And the same cost ? 

Mr. Scuwartz. You will have the same rural route costs that you 
have now. 

Mr. Hemptu. I believe you also took exception on chart 13 to the 
$79.4 million item there in which it is said that newspapers were 
charged. What proportion would you say the newspapers should be 
charged for that $79.4 million ? 

Mr. Scuwartz. That $79.4 million refers to city mail carrier service 
and judging by our newspaper, they should be charged very little for 
it, because 5 or 10 copies in a town of 2,500 is just a flyspeck in the 
volume. 

Mr. Hemrntmu.. Just what percentage would you say, based on your 
own experience ? 

Mr. Scuwartz. Less than 1 percent. I do not know what the frac- 
tion would be. 

Mr. Hemeuiti. Then you mention the rural carrier item of $58.7 
million. That is also on the chart. That is the chart you referred 
to in your testimony, sir. 

Mr. Scuwartz. Yes. 

Mr. Hemeuitt. What proportion of that should be charged to news- 
papers ¢ 

Mr. Scriwartz. I cannot answer that except what I said before, that 
the rural-mail service is there and if we deliver more newspapers on 
the rural-mail service, your cost per piece is going to be less. 

Mr. Hempuite. Your newspaper makes a profit, does it not, sir? 

Mr. Scuwarrz. Overall, yes; I think it does. 

Mr. Hempuitu. Do you own it, sir, or is it a corporation ¢ 

Mr. Scuwartz. It is a corporation. 

Mr. Hempuums. Do you pay corporation taxes ¢ 

Mr. Scuwariz. I think so. 

Mr. Hemruity. Aside from your position as a newspaperman, as a 
taxpayer, do you believe that the taxpayer should pay for use of deliv- 
ery of the mail rather than the person who is actually using the mail? 

Mr. Scuwarrz. He will pay for it sooner or later, one way or the 
other, I think. He will either pay for it in the subscription price or 
he will pay for it in taxes. 

Mr. Hempuitz. Suppose the taxpayer is not a subscriber ? 

Mr. Scuwarrz. He would bea subscriber to some newspaper, because 
I think nearly every person in the country is a subscriber to some 
newspaper. 

Mr. Hemruity. Suppose he is not a subscriber. Should he be taxed ? 

Mr. Scuwarrtz. I do not know that I can answer that. 

Mr. Hempnit. [ will ask you another question. You have read 
H. R. 5836, the bill before us, have you not, sir? 

Mr. Scawarrz. I just paid attention to the postal rate part of it. 

Mr. Hempnuia. You have not read the bill ? 

Mr. Scuwarrz. No. 

Mr. Hementr. Do you know anything at all about postal policy ? 

Mr. Scuwartz. Some, I think. Iam not an expert on postal policy. 

Mr. Hempuiy. Have you made any investigation of it at all? 

Mr. Scuwartz. Quite a little. 





READJUSTMENT OF POSTAL RATES 193 


Mr. Hempnim.. What is the opinion of the newspaper people as to 
the postal policy? Do you think we need a postal acs at this time 
or not? 

Mr. Scuwartz. I am not sure that I get your question. 

Mr. Hemreuty. Do the newspaper people feel that we need a definite 
postal policy at this time, or do we not? 

Mr. Scuwarrz.I do not know what you mean. Postal policy in 
respect to what? 

Mr. Hempuiu.. It is in title II of the bill here, sir. Have you read 
any of the bills before the committee at this time, sir? 

Mr. Scuwartz. I have not read this bill; no. 

Mr. Hempnuiw. Let me ask you this, please, sir. Do you feel the 
post office is a public service? 

Mr. Scuwartz. Very much so; yes. 

Mr. Hempuity. Then as a public service, should it be run on the 
basis of service to the public or on the basis of paying its way ? 

Mr. Scuwarrz. It should be run asaservice, I think. 

Mr. Hemeniwy. Thank you very much. 

The Cuarrman. Thank you, sir. 

We have three other witnesses today who are appearing here jointly, 
Mr. Donald B. Snyder, chairman of the alias Magazines Postal 
Committee, Mr. Lawrence Bell, a partner in J. K. Lasser & Co. and 
Mr. W. J. Rooke, chairman of the board, W. R. C. Smith Publishing 
Co., and vice chairman, Smaller Magazines Postal Committee. 

Will you gentlemen come around? You have a joint statement, as 
I understand it. Is that correct ? 


STATEMENTS OF DONALD B. SNYDER, CHAIRMAN, SMALLER 
MAGAZINES POSTAL COMMITTEE, BOSTON, MASS.; W. J. ROOKE, 
CHAIRMAN OF THE BOARD, W. R. C. SMITH PUBLISHING CO., AND 
VICE CHAIRMAN, SMALLER MAGAZINES POSTAL COMMITTEE, 
ATLANTA, GA.; AND LAWRENCE BELL, J. K. LASSER PUBLISHING 
CO... NEW YORK N. Y. 


Mr. Rooke. That is correct. 

The Cuatrman. We would like to accommodate you gentlemen by 
finishing today because you are all from out of town. 

We will try to accommodate you and get through with you today. 

Mr. Snyper. Perhaps, since we have a prepared statement, if there 
are questions, and there are three of us, if we run the questions at 
the end we can save that much time. Is that agreeable? 

The Cuatrman. Yes, sir. 

Mr. Snyper. My name is Donald Snyder. I live in Boston, where 
I am publisher of the Atlantic Monthly. I appear today as chair- 
man of the Smaller Magazines Postal Committee. With me are Mr. 
Lawrence Bell, partner in J. K. Lasser & Co., our committee account- 
ants, and Mr. William Rooke of Atlanta, Ga., chairman of the W. R. C. 
Smith Publishing Co. and southern chairman of the Smaller Maga- 
zines Postal Committee. 

We appreciate this opportunity to put our continuing and chang- 
ing views concerning postal rates before you. We do hope to point 
out what the traffic will bear and what it will not bear as it affects 
us, as smaller magazine publishers and smaller businesses. 
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There continues to be, it seems to us, a great deal of misinforma- 
tion about the magazine industry. There is too much attention paid 
to Life, the Saturday Evening Post, Reader’s Digest, publishing 
giants whose famous names have resounded throughout this committee 
room all last week. 

In your continued attention to these publishing giants for whose 
genius, I hasten to add, we have only the greatest respect, you may 
well overlook the fact that as famous as they are, they represent but 
a small number of the total magazines published, and are just not 
typical of the hundreds of smaller publications and publishing com- 
panies which really comprise second class. 

Our committee defines any publication under 250,000 mailed copies 
as separate and distinct from the giants of publishing. Did anyone 
last week think about or mention the Atlantic Monthly? Did the 
name, for example, of other smaller magazines like Trains Magazine, 
published in Milwaukee, come to notice ¢ 

I am sure that. no one thought of Child Life, or Northwestern Miller, 
or American Journal of Surgery. But, gentlemen, for every Time, 
for every Look, there are hundreds of the kind of magazines I have 
just mentioned. These are indeed small enterprises. They make up 
the periodical press of America, fount of so many original ideas and 
viewpoints, all of them helping through history to make this country 
great. Iam proud of the fact that my own publication, the Atlantic 
Monthly, has been doing just this for over 100 years this year. 

Now, when we use the term “smaller magazines” we are talking 
about only circulation. We are not talking about format or size. 
They are not pamphlets. We do not mean that our magazines are 
generally small in physical size or makeup. They are not pamphlets 
of little weight. They are not newsletters. The two things they 
have in common are that their circulations are small, and as a rule their 
publishers are smaller companies. 

There are said to be about 25,000 second-class publications; news- 
papers, magazines, newsletters, everything else. Of these 25,000, 
gentlemen, there are only about 1,800 magazines under all categories— 
general, farm, business, and professional—published for profit. Of 
these 1,800, only some 60 have circulatons over 1 million copies; only 
about 150 have mailed circulations in excess of 250,000. All the rest 
are smaller magazines. 

A smaller magazine has certain publishing disadvantages. First, 
because it ordinarily does not publish enough copies to ship a full 
freight car to the middle of the country and there deposit an edition 
in the mails, it has to pay zone rates, frequently from one seaboard to 
the other. This means that it has no alternate point of entry and 
cannot save postage by using cheap freight rates. 

Second, because it travels through so many postal zones, with the 
rate going up the further magazine travels, the average postage paid 
by many is considerably in excess of what the Department says it costs 
to carry one piece of second-class mail. 

Third, these are usually specialized magazines of limited general in- 
terest, but of immense pinpointed interest to selective groups. As a 
result, newsstand sales are limited for many of us. We have no real 
alternative method of distribution. Either we mail, or we do not 





READJUSTMENT OF POSTAL RATES 195 


pypieks Carrier boys and newsstands are just not available to most 
of us. 

With these special problems faced by smaller magazines, postal 
rates for many do become a life and death matter. We are this morn- 
ing not talking about price rises in which there is no public interest. 
We are, indeed, talking about price increases which directly affect 
freedom of speech, freedom of thought, and freedom of the press in 
America. 

Magazines of general interest, large or small, are entirely too few 
today. The limiting effect upon men and women with ideas, upon 
talented authors, the restricted market for ideas simply because the 
magazines to publish these ideas are not there like they used to be, 
is a tragic development. 

Postal rate increases too great in scope, too much at one time, can 
have a most serious effect. They will tend to make big business even 
larger, the concentration of publishing power in fewer hands even 
greater. We may cut the postal deficit, but lose too much of America 
in the process. Yes, gentlemen, all these considerations are involved 
in a rates, and your responsibility, in our opinion, is very great 
indeed, 

We have heard a lot in recent days about postal policy. What we 
are really talking about in this connection is how much of the cost of 
running the postal establishment is a governmental cost, and how 
much should be recovered through postal fees. It is most useful that 
the bill before you contains title II on policy. 

In general, we would agree with this policy provided the rates which 
accompany title II do not exceed limits we can live with and do not 
set a dangerous precedent of annual rate increases beyond the amounts 
which smaller magazines can absorb and stay in business. Frankly, 
we would be disturbed by title IT if the ultimate evaluations for Sob: 
lic service items are limited to $28 million. This is not to say that 
they should necessarily be $392 million either. 

The hearings you are now holding, the Senate hearings on policy, 
Senate rate considerations, all will make a contribution to what must 
eventually be worked out. We think title II is a good start, to be 
added to by what will come out of the legislative process, in defining 
the mixed business and service elements which in the very nature of 
the case, characterize the postal establishment. 

As the contribution of our committee to this area of inquiry, we 
have asked our accountant, Mr. Bell, to put before you some interesting 
observations concerning publishing costs and what smaller magazines 
can stand and cannot stand in the way of increased costs. Mr. Bell? 

Mr. Bex. Mr. Chairman, J. K. Lasser & Co. has specialized for over 
30 years in accounting and cost problems of many magazines. These 
include general magazines, business papers, large magazines, and sim- 
ilar magazines. We have in the past, and do now advise several as- 
sociations of magazine publishers, including the Smaller Magazines 
Postal Committee. By specializing in this field and through prepar- 
ing statistical reports for the associations we advise, we are able to 
give you our experience in the economics of publishing. 

The Smaller Magazines Postal Committee has asked me to identify 
for you certain cost conditions which presently confront smaller 
publishers. There has been no material change within the last year 
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in the rate by which various publishing costs have gone up. They 
continue to rise at the following rates: 


Percent 
nei hi le igitei Bae ith Sl 2 eeu ol Til ae 5 
Ct el blac en i sebipen eee died d bdatde 4-5 
I cetacean ictal a ici Ne seh cee Ca 5-6 


Obviously, these three items, salaries, printing, and paper, are the 
most important elements in magazine publishing. Our own experi- 
ence indicates that the above rates of approximately 5 percent hives 
prevailed for the last 6 years. These are the rates of increase, then, 
annually for salaries, printing, and paper. During the last 6 years, 
postal rates, when they have been increased, have increased at the 
rate of 10 percent per year for a 3-year period. 

There does not seem to be any letup, according to our clients, and 
based on our own observations, in the trend toward continuously 
increasing higher publishing costs. This is regrettable, but it never- 
theless is a fact. 

Some small publishers experienced decreases in net profits for last 
year. To meet competition they had to spend more money than their 
increased volume. 

We have advised the Smaller Magazines Postal Committee that 
post office costs have similarly gone up and that they must expect 
and budget for increased postage rates. 

It is true that the country continues at an extremely high level of 
economic activity. Nevertheless, it cannot now be guaranteed that 
this level will continue indefinitely. We see no reason, therefore, 
for extending at this time postal rate increases beyond this 3-year 
period. The rate of 5 percent per annum is in line with other cost 
increases, and keeps in balance the historical relationship of postage 
to these other costs. We recognize that some publications might find 
it impossible to adjust to a 10-percent maximum annual figure, but 
this higher level is not general, and we are dealing with a class, not 
individual publications. 

Some publishers are going to be hurt by these increases, whether 
5 percent or 10 percent per annum, and possible publishing interrup- 
tions for some smaller publishers cannot be discounted. Such an 
increase spread over 3 years would mean that smaller magazines 
would have absorbed a 45-percent to 60-percent increase in an 8-year 
period on postal increases, as compared to 40 percent in total increases 
in salaries, printing, and paper for the same period. Cost relation- 
ships cannot be ignored. 

As cost accountants and cost analysts, we are in a field in which 
reasonable men can honestly differ. All we can do is put before you 
our best judgment as to the proper amount smaller magazines can 
stand. It is the job of the Smaller Magazines Postal Committee, in 
speaking for its members, to further define this concept. 

Mr. Rooke, as southern chairman of the committee, will carry on. 

Mr. Davis. Mr. Chairman. 

The Cuatrman,. Mr. Davis. 

Mr. Davis. Mr. Chairman, I would like to have the opportunity to 
present Mr. Rooke to this committee this morning as one of the fine 
citizens of the State of Georgia. His company, the W. R. C. Smith 
Publishing Co., is one of our good business institutions in Atlanta. 
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Mr. Rooke has been before us here on the committee previously 
and, as one of the members, I want to welcome you here this morning, 
Mr. Rooke, and I am sure all of the committee are glad to have you 
with us. 

Mr .Rooxr. Thank you. 

The Crairman. It is a pleasure to have you back with us and we 
are glad to hear from you again. 

Mr. Rooxr. Thank, you, Mr. Chairman. 

Mr. Rees. I think this makes about the third time. 

Mr. Rooke. I think that is about right. 

Mr. Rees. We are glad to have you here this morning. 

Mr. Rooxe. Thank you. Here is one of our copies of the publication 
Textile Industries. It is published by my company in Atlanta and 
mailed to the various textile centers in the United States. Our aver- 
age postal cost for 1956 was 0.054 cent per copy. 

The Post Office Department chart 12 says it costs 0.046 cent to 
carry one piece of second-class mail. The 0.046-cent figure is without 
any credit for the deferred service accorded second class. 

Now, another magazine we publish is Southern Automotive Journal. 
All of its circulation is in the South, so little of it goes into the higher 
zones. Still, it pays 3 cents per copy. Considering the credit for 
deferred service, first enunciated by the Post Office Department, we 
are already pretty well paying what the Department says it costs to 
carry our magazines. Many smaller magazines are in the same 
position. 

We can well understand the necessity of having a class of mail 
within which there is some disparity; nevertheless, if increase after 
increase is going to be propounded, then we think it would be useful 
to take a good look at second class as a whole. 

The cost ascertainment report for 1955 on page 71 shows the fol- 
lowing: 

Total publishers’ domestic, 2d class 


Number pieces 

hk: ‘Bwempt | from -sotes: rates eiccesse eS heii) 2 1, 379, 636, 484 
2. 5 percent or-Jess advertining. ..26 eed ceewestne 327, 631, 172 
S. RLly MS WOPOOTE no kk ei ek obs ation 1, 850, 504, 273 
4. Newspapers: other than, deities... -- 2 ee 837, 629, 973 
5. Magazines and periodicals of general interest.........--.u__ 1, 446, 021, 980 
6. Agriculture, business, professional, ete.......-..... 2 -.___ 737, 808, 921 
7. Religious, educational, welfare_.___.....-_._-_----.-.--u. LL 68, 070, 423 
8. Exempt classroom publications_.__.....-_.-..---.--.+- 1. - 38, 516, 059 

ete ieinscee- ond.06 eerin eee eh nadens aehea-omansit 6, 685, 819, 285 


Interestingly enough, there are exempt from zone rates 1,379,636,484 
pieces out of a total of 6,685,819,285 second-class mail pieces, or 20 
percent. 

Adding up all free-in-county copies, all the exempt-from-zone-rate 
copies, and all the exempt classroom copies, approximately 30 percent 
of second-class copies are already going at preferred rates. This 
information comes from table 24, page 71, of the 1955 cost ascertain- 
ment report. The 1956 edition is not yet available. 

Our committee, therefore, favors enactment of H. R. 5900, which 
would take the exempt publications out of second class and put them 
in a new fifth class, thereby permanently resolving the difference of 
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opinion as to the bearing of exempt publications on the second-class 
deficit. 

It is evident there are many reasons for the deficit in second class 
and we smaller magazines, many of whom are already paying their 
way, feel we should not be asked to take increases that are beyond 
our ability to absorb. 

I know the statement is often made, and that is to the effect that we 
publishers can just pass on the postal increases to our advertisers and 
readers. Gentlemen, from my 44 years’ experience in the publishing 
business, I can tell you that it is not that simple. 

Our rates are materially governed by competition, and included in 
that competition at the present time are not only other magazines, 
but television, radio, outdoor advertising and direct mail, all com- 
peting for the advertiser’s dollar. It is very easy to price yourself out 
of the market, and it is for that reason smaller magazines generally 
have such a small percentage of net profit on their gross volume of 
business. 

All this notwithstanding, as smaller magazine publishers we do 
recognize the problems faced by the Post Office Department. Mr. Bell 
has testified that a rate of 5 percent per annum could be adjusted to 
by some of us. He has testified that in no event should this rate exceed 
10 percent per annum. 

We think it totally unnecessary to legislate beyond 3 years at this 
time because section 206 (b) of H. R. 5836 provides that the Post- 
master General will periodically make rate recommendations to the 
Congress beginning in 1959. A 3-year bill at this time is, therefore, all 
that should be enacted, if you are going to enact the policy portions 
of H. R. 5836, 

It must be recognized that the policy provisions of H. R. 5836 intro- 
duce an entirelynew concept, providing, as they do, for periodic rate 
reviews by the Congress based on the Postmaster General’s required 
recommendations. 

Mr. Snyder will conclude our testimony. 

Mr. Snyper. Gentlemen, two paragraphs from my testimony a year 
ago point up, in summary, the problems faced by smaller magazines 
and smaller publishing businesses. 

Smaller magazines are vulnerable because their operating margins are usually 
very small. In the nature of the case, magazines of smaller circulation can 
derive very little support from newsstand sales. With a selective magazine, 
newsstand distribution either does not exist, or must be held toa minimum. De- 
prived of substantial newsstand revenues, smaller magazines are forced to depend 
on subscription income and an increase in second-class rates immediately jeop- 
ardizes this primary source of support for the smaller magazine publisher. 

At best, a smaller publisher’s margin per subscription unit is relatively small. 
Since his editorial product appeals to a selective audience, the smaller magazine 
publisher must use selective selling and the sales cost per unit of selective selling 
always runs very high; hence, his margin after sales cost is relatively low per 
subscriber. 

The advertising revenue of a smaller publisher is squeezed by the economics 
of the printing press. The original cost of getting a page on press is the same 
whether you print 25,000 impressions or 10 million. For the smaller magazine 
publisher, the cost of making ready and plating a page of advertising runs dis- 
proportionately high and leaves him with sharply diminished returns per unit 
of advertising sales. 

It must be obvious from all this that the smaller magazine publisher has al- 
ready tried every trick in the book to bolster his margins, by charging every 
cent the traffic will bear. And since his subscription and advertising rates are 
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already at the point of diminishing returns, a hike in postage rates leaves him 
with four alternatives: 

1. Absorb the increase out of slender margins. 

2. Absorb the increase out of capital. 

3. Hope to increase volume over a period and recoup capital losses. 

4. Shut up shop. 

Here is how the Atlantic Monthly, the magazine with which I am 
most familiar, fares. In 1953 our total revenue was $1,134,341. Three 
years later, in 1956, it had gone up 14 percent, to $1, 297 a17. In 1953 
our costs totaled $1,117,075, and i in 1956 our costs were ‘$1, 283,563. 

We show ed a profit of $17,267 in 1953 against a profit of $14. 154 in 
1956. This is approximately 1 percent profit on our gross volume. 
You can appreciate why smaller publishers must be concerned with 
any increase in costs. We paid in postage during the year 1956 a 
total of $120,287. That comprises first class, second class, and third 
class. This is 10 percent of our gross volume—an important factor 
in our costs. 

Like yourselves, gentlemen, we should like to see this problem re- 
solved. We do not oppose reasonable increases across the board. We 
do not oppose second-class increases of the scope set forth by Mr. 
Rooke. We do oppose 4 years, because the term is too long, in view 
of the policy provisions set forth in title II. We do oppose annual 
increases at the rate of 15 percent because they are more than smaller 
magazines can live with. 

If anything more than the limits described by Mr. Rooke are to be 
passed, we then urge special consideration for the problems we face 
as smaller publisher: s and as smaller businesses. 

It is our hope that your decisions when all the latest information is 
put before you will be in accord with those we have reached. If they 
are, as we have said in the past, you will not find us in opposition to 
reasonable rate adjustments. 

Thank you for your courtesy this morning. 

The Cuaimrman. Thank you. Do you agree with Mr. Rooke’s state- 
ment that an increase of 10 percent each year over a period of 3 years 
would be fair to your industry? Is my understanding correct ? 

Mr. Snyoer. I think that is the deposition that we could stand on 
for the group, Chairman Murray. 

The Carman. We have a quorum call now. Are there any ques- 
tions, Judge Davis? Mr. Rees? 

Mr. Rers. I would just like to ask 2 or 8 questions. 

Mr. Rooke, using you for an example, go at share of your publica- 
tion is advertising? 

Mr. Rooxe. It varies. We have six publications. It varies from 
about 50 to 60 percent. 

Mr, Rees. And you have, of course, had to increase your advertising 
rates? 

Mr. Rooke. Yes, sir. 

Mr. Rees. And like the others, you have had to increase your paper 
costs ? 

Mr. Rooker. Yes. 

Mr. Davis. Will the gentleman yield for a question there? 

Mr. Rees. Yes. 

Mr. Davis. What _ you limited by when you go to increase your 
advertising rates? Can you just increase them at will? 
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Mr. Rooks. No. For instance, in our average field competitors 
publish about five publications, and many of those are national publi- 
cations with pretty good-sized circulations; as he says, your biggest 
cost is getting it on the press and starting to run. 

After you have it on the press it does not cost too much to run off 
50,000 or 100,000 additional circulation. We still have to keep our 
rate per thousand subscribers to our advertisers somewhat in line with 
cur competition. If you get too far out of line they say, “This costs 
too much. We cannot take it.” 

They are now talking about television. You would be surprised 
these days where television reaches in and takes a half million dol- 
lars out of that appropriation. Then they have to go to their pub- 
lication advertising and make it up, maybe take half of what they 
are putting in a publication and put it into this television program, 
so we have competition with all media. 

Mr. Rees. Mr. Snyder speaks about the percentage of increase in 
the postal cost. Of course, you are talking about 10 percent of 10 
percent, practically. 

Mr. Snyper. Ten percent of 10 percent ? 

Mr. Rees. Yes. You say your postage cost is 10 percent of total 
costs, 

Mr. Snyper. That is right. 

Mr. Rees. And whatever we increase the postage cost—if it is 30 
percent, for example—it would be 30 percent of 10 percent of your 
total costs or whatever it is. 

Mr. Snyper. That is right. 

Mr. Rees. That is the way it would work out. 

Mr. Snyper. Yes. 

Mr. Rees. You gentlemen want to pay your fair share of the 
cost to the Post Office Department for handling these publications 
for you, do you not, whatever that is? 

Mr. Rooxr. Mr. Rees, I believe if you will study our testimony 
for the last three times I have been up here you will find we have 
always said we are willing to do what we can if it is at a rate of 
increase that we can absorb. 

Mr. Rees. I’m sure you want to pay whatever share you ought to 
pay for the postal service handling the business for you. 

Mr. Rooke. In our particular case, 1 do want to point out that 
we have passed on a lot of that value to our readers. For instance, 
our average paper costs us about $5 a year to print and we get it 
to a subscriber for about $1.50 or $2. 

The Cuamman. Thank you, gentlemen, very much. The hearing 
will be recessed until 10 o’clock tomorrow morning. 

Mr. Rooxe. Thank you. 

Mr. Snyper. Thank you. 

Mr. Bett. Thank you. 

(Whereupon, at 12:15 p. m., the hearing recessed, to reconvene at 
10 a. m. Wednesday, cank 27, 1957.) 





READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE DE- 
TERMINATION OF POSTAL RATES, AND FOR OTHER 
PURPOSES 


WEDNESDAY, MARCH 27, 1957 


Hovsr or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice AND Crvit SErRvICcE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuatrMan. The committee will come to order. 

The hearings will be resumed on H. R. 5836 and H. R. 5839. 

Before the Postmaster General and the Deputy Postmaster General 
are called for questioning by the committee this morning, we will call 
Mr. Ellis E. Meredith, administrative assistant of the American Asso- 
ciation of Nurserymen, Inc., of Washington, D. C., to present a state- 
ment. 


STATEMENT OF ELLIS E. MEREDITH, ADMINISTRATIVE ASSIST- 
ANT, AMERICAN ASSOCIATION OF NURSERYMEN, INC., WASH- 
INGTON, D. C. 


The Cuairman. You are from Washington, are you, Mr. Meredith ? 

Mr. Merepiru. Yes, sir; that is right. We are in the Southern 
Building. 

The Cuarrman. How long will your statement be? 

Mr. Merepirx. About 5 minutes, at the most. I am a fast reader, 
Mr. Chairman. 

The CHairMan, You may proceed. 

Mr. Merepirn. Mr. Chairman and members of the committee: I 
am Ellis E. Meredith, administrative assistant of the American Asso- 
ciation of Nurserymen, Inc., with headquarters in Washington, D. C. 

This statement is made on behalf of the 1,650 members of the asso- 
ciation, and specifically on behalf of those who are engaged to a great- 
er or lesser degree in the mail order type of business operation. About 
125 association members, including many of the larger concerns, 
volumewise, are almost exclusively engaged in the mail order type of 
business operation. It is estimated that a majority of the total mem- 
bership is engaged to some degree in the distribution of catalogs and 
fliers and the delivery of orders resulting therefrom through the mails. 

The mail order nursery industry is dependent on the distribu:ion 
of catalogs to stimulate orders. About 45 million of these cata- 
logs, with an average weight of about 4 ounces, are distributed each 
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year; 65 to 70 percent of these mailings are bulk mailings. The bal- 
ance are mailed at the per-piece rate in response to specific requests 
resulting from other forms of advertising. A firm can hope to get 
about a 5 percent order return from these mailings. 

These firms usually are located in small rural communities. Typi- 
cal examples are Bridgman, Mich., population 977; Yalesville, Conn., 
population 1,122; Little Compton, R. L., population 110; Selbyville, 
Del., population 1,086; Stevensville, Mich., population 480; Clarks- 
ville, Md., population 200; Sarcoxie, Mo., population 1,042; and Buck- 
ley, Wash., population 2,705. 

These figures are based on the 1950 census. 

In communities of this size it is easy to understand the importance 
of successful operation of such enterprises. A cutback or failure of 
one of these concerns in a community of 900, for example, could im- 
pair the economic balance of almost everyone living in that com- 
munity. 

The mail-order nurserymen have been caught in a tight price 
squeeze for the past several years. The cost of everything they buy to 
maintain their operations has gone up, such as packaging materials, 
insecticides, fertilizers, farm machinery and other operating equip- 
ment and supplies. Labor becomes a more severe problem every year 
as more and more men leave these small towns and those who stay be- 
hind demand higher wages. 

No machine has yet been invented to pick out a peach tree, an apple 
tree, and some strawberry plants, wrap them, and mail them to the 
customer. This is hand work. Further, like all small businesses, 
these nursery houses are finding it almost impossible to plow back 
much of their earnings into equipment research or for growth and 
expansion which might help to reduce unit costs. 

In addition to these limiting factors, many of the customers of these 
concerns are the people who live in the more isolated communities— 
farmers who buy plants for windbreaks and orchards, those who for 
one reason or another are unable to go direct to the source, those who 
‘annot find the material in their immediate vicinity due to this isola- 
tion. Many people like to buy nursery stock from the mail order con- 
cern in preference to any other retail outlet, as a result of general sat- 
isfaction with the method of purchase. Analyses of mail order cata- 
logs conducted by this association show that for the last 3 years the 
mail order firms have kept their quoted prices practically stable in 
order to retain their dollar volume of business. We do not believe 
that the raising of prices and passing on to the consumer the added 
costs resulting from any cause is the answer to the profit squeeze 
these concerns are confronted with. 

The size of the catalog has been reduced toa minimum. These cata- 
logs have already been cut in weight in the last 10 years 33 per- 
cent, from 6 ounces to an average of 4 ounces. Further cuts would 
involve elimination of items which some potential customers may 
wish to purchase. Further reduction in size will mean less space, 
which must necessarily mean further elimination of offerings which 
would automatically result in fewer and probably smaller orders. Re- 
duction of the number of mailings could obviously result only in a pro- 
portionate reduction of orders. It might be pointed out that reduc- 
tion in the number of catalogs printed would add to the plight of 
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another small-business group, the small printing concerns which print 
many of these nursery catalogs. 

The user of third-class mail actually generates postal revenue to 
other classes of mail. A person writing for a nursery catalog will 
use first-class mail; his order is confirmed by first-class mail, and the 
nursery stock is shipped by zoned parcel post. 

Since in many cases these orders are sent to rural communities 
where the order originated from other rural communities in which 
the nursery stock is produced, it follows that the handling of this busi- 
ness is chiefly a source of revenue for the small, often third- and fourth- 
class post offices. 

In a survey conducted by this association among the mail-order 
nurserymen we found that in addition to sorting to “States, bundling 
and tying, and hauling to the post oflice—services which they all per- 
form—most of them provided other services of importance in reduc- 
ing the cost to the post office of handling their mail. Some of them 
are: Metering and printing postage so that no cancellation was neces- 

sary; sorting to town and cities when necessary; furnishing floor 
space—1,200 feet in one case—to supplement that of the local post 
office; providing men to assist mailing from their plants and trucking 
mail directly to the railroad. Certainly these customer-performed aids 
should not be overlooked. 

The contributions made by the mail-order nurserymen to the suc- 
cessful operation of the rural post offices could be greatly reduced 
by enactment of these proposed third-class rate increases as a result 
of the reduction of volume of mailings. 

Mail-order nurserymen find themselves in the position of being at 
the mercy of postal rates, after establishing their businesses the way 
they have, largely because of postal rates and policies. One of the 
larger firms entered this field in 1939, and 10 years later did more than 
50 percent of its business through retail mail orders. Faced with ever- 
increasing costs of materials and labor, low-profit margins, high taxes 
and limited savings, and a general feeling that any price increases 
would price them out of the market, the mail-order nurserymen would 
find themselves at the crossroads when it came to coping with in- 
creased expenses on an item as important as their postal costs. 

This association stated before this committee in 1949, 1951, and 
1956 that we considered the Post Office Department as a depar tment of 
Government rendering a great public service to the people as a whole 
and as such, it should not be required to be self-supporting, unlike all 
other departments of Government. The public-welfare costs, we be- 
lieve should be determined and covered by direct appropriations. 
The non-public-welfare costs should then be borne by the mail user, 
with each class of mail bearing its just proportion. 

We respectfully ask this committee to consider the consequences of 
enactment of these proposed increases insofar as the mail order nurs- 
ery businesses generally located in rural towns are concerned. 

We sincerely appreciate this opportunity to appear before your 
committee to express the views of the nurserymen who use this postal 
facility. 

The Cramman. On page 5 of your statement you refer to the 

“public welfare,” which you state that you believe should be deter- 
mined and covered by direct appropriations. Just what do you in- 
clude in public-welfare costs of the post service ? 
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Mr. Merepiru. We believe the determination, of course, is entirely 
in the hands of the Congress. 

You are asking specifically what our association considers to be in 
the public welfare ? 

The Cuarrman. That is right. 

What items that go through the mail do you consider to be public- 
welfare services ? 

Mr. Merepiru. In our particular case, Mr. Chairman, we feel that 
when the contribution which our members make in the form of pro- 
viding services which would otherwise be performed by the Post Of- 
fice Department is made, that that should be taken into consideration. 

The CHarrman. You do not say you are a public-welfare agency, 
do you? 

Mr. Merepirn. No, sir; absolutely not. 

The CuarrmMan. You represent nurserymen who are in business for 
a profit, do you not? 

Mr. Merepiru. Yes,sir. That is certainly true. 

The Cuarrman. And the transportation of your mail matter is 
very essential to the operation of your business, the business of the 
members of your association ; is that correct ? 

Mr. Merepiru. Yes, sir; that is correct. 

The Cuarrman. And you think the companies that belong to your 
association should have some special concession, under the public- 
welfare-service clause, in the carrying of mail for your business ? 

Mr. Merepiru. No, sir; I did not mean to imply that. We feel that 
once those public-welfare costs have been determined, that it would 
appreciably affect the deficit which the Post Office Department shows. 

The Cuarrman. How much do you think the deficit amounts to? 

Mr. Merepirn. I am not really qualified to say, Mr. Chairman. I 
would rather not get into that. 

The Cuarrman. How much do you think the so-called public-wel- 
fare costs amount to? 

Mr. Merepirn, Again, I have heard so many guesses that I would 
prefer not to say, sir, I feel that you are better qualified than I 
on that. 

The CHatrman. Our committee considered legislation concerning 
the cost of these public-welfare services, where mail is sent free in such 
cases as for the blind or free in county, or where there are preferential 
rates for nonprofit organizations such as religious organizations. 

According to the figures of the Post Office Department, the total 
cost of this public-welfare service in these reduced items amounts to 
$26,384,000. That is just a drop in the bucket, so far as the entire 
postal deficit is concerned. 

Mr. Merepiru. Yes, sir. 

We would hope that the committee would reconsider those figures, 
examine them, and make their findings in the light of what they deter- 
mine to be fair figures also. 

The Cuamman. What part of this bill do you complain of; just 
the third-class provisions? 

Mr. Merepirn. Yes, sir: entirely. Our expression is limited en- 
tirely to the third-class increase. 

The Cuarrman. What is your position on the first class? 

Mr. Merepiru. We have no position on the first class. 
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The CuHairman. Do you have any publications coming within the 
second class ¢ 

Mr. Merepiru. Not our association. 

The CHarrman. Do you know if many trees or plants are sent 
through the mails for members of your association ? 

Mr. Merepiri. Yes, sir; I would say so. 

The Cuarrman. You first use third-class mail to solicit orders, do 
you not? 

Mr. Merepirn. That is correct. 

The Cuatrman. Then many of your orders are filled through the 
mails; are they not? 

Mr. Mrreprri. Yes, sir. 

The CuHarrman. Are there any questions by members of the com- 
mittee ? 

Mr. Creretia. Mr. Chairman. 

The CHatrMan. Mr. Cretella. 

Mr. Creretta. Mr. Meredith, I think you have a glaring error here 
at the bottom page 1 of your statement, where you say the firms are 
usually located in small rural communities. Then you make reference 
to particular examples, such as Yalesville, Conn., with a population 
of 1,122, according to your statement. 

What I want to point out here is that Yalesville is only a post office 
of the town and the borough of Wallingford, with a population of 
15,000 or more. 

Then you go on and say on page 2 of your statement that— 

a cutback or failure of these concerns * * * could impair the economic bal- 
ance of almost every one living in that community. 

I imagine you have reference there to the Barnes Nursery at Yales- 
ville. 

Mr. Mrreprru. If I may check that, [ have it right here, sir, 

Yes, sir; that is correct. 

Mr. Creretta. Almost next door to the Barnes Nursery is the Revere 
Copper plant, across the street from it is a Lukens Steel plant, within 
a mile of it is the International Silver plant, and within 2 miles is a 
Pratt-Whitney plant. Among those 4 concerns there are 14,000 or 
15,000 people employed. That is in a heavily industrialized section. 

I know the Barnes people, but I think this statement you make is 
glaringly incorrect. 

Mr. Merevrru. It certainly is, Mr. Cretella, in the hight of those 
figures. 

Mr. Crerena. It is in the Third Congressional District of Con- 
necticut, and I think I am quite familiar with it. 

Mr. Merepirn. Indeed, you are; 1 am sure of that. 

That example should be stricken. 

Mr. Gross. Mr. Chairman. 

The Cuamman, Mr. Gross. 

Mr. Gross. Mr. Meredith might substitute Hampton, lowa, for 
Mr. Cretella’s town. That would conform to his population figures 
very well. They have one of the biggest nurseries in the Middle West 
at Hampton, Iowa. 

Mr. Merepirn. Thank you, Mr. Gross. That is true. 

Mr. Jowansen. Mr. Chairman. 

The Cuatrman. Mr, Johansen. 
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Mr. Jouansen. Mr. Meredith, referring to your statement about the 
public-welfare costs, where you suggest that’ the public welfare costs 
be determined and covered by direct appropriations, you say in the 
next sentence: 

The non-public-welfare costs should then be borne by the mail user, with each 
class of mail bearing its just proportion. 

With reference to these public-welfare costs, which, as the chairman 
has already pointed, are not too inconsequential in the total picture ; 
assuming that they were determined and covered by direct appropria- 
tions and that the remaining, non-public- welfare costs were deter- 
mined, would you be willing to see an increase in third-class rates, 
if it were determined that such an increase was necessary to meet the 
remaining deficit, and if it were determined that such an increase 
was necessary in order for third-class to bear a just proportion of 
the cost? 

Mr. Merepiru. Mr. Johansen, the answer would be “yes,” if the 
Congress gave full weight to the position of small businesses, such as 
these mail order nurser ymen and the contribution which they make to 
the community. The tax revenue which they generate for the Federal 
Government, in addition to these services which they perform on 
behalf of the Post Office De partment. We think that those proposi- 
tions should also be considered in determining a rate increase, 

Mr. Jowansen. That is a pretty large “if” that you have there. 
But when you have gotten all done with it, would you still accept an 
increase ? 

Mr. Mereprru. Based on those premises, I would say so; yes, sir. 

Mr. Jonansen. And you would still survive in business after you 
have gotten that increase; would you not? 

Mr. Merevrri. I think that is extremely questionable. It would 
depend on the individual case, certainly. 

Mr. Jonansen. Do you mean to say your business is in such a pre- 
carious position that a nominal increase in the third-class rate would 
put you out of business? 

Mr. Merepiru. I think that in the case of businesses of this nature, 
there is some question, Mr. Johansen. Just how precarious the posi- 
tion of an individual firm is would vary, of course. But postal ex- 
penses are a very big item to these firms, and depending on the cost 
of the increase, I think there is some reason to wonder just how well 
they might fare. 

Mr. Corserr. Mr. Chairman. 

The Cuarrman. Mr. Corbett. 

Mr. Corzerr. How long have you been associated with this associa- 
tion that you represent, Mr. Meredith? 

Mr. Merepiru. I started with the American Association of Nursery- 
men in September of 1955, Mr. Corbett. 

Mr. Corzerr. Then you would be in a position to give us some in- 
formation as to the impact which the last increase in third class had, 
particularly on volume. I was interested here in any typical company. 

Could you give us some idea, just an illustrative rd as to how muc : 
any given company spends for first class, second class, third class, « 
fourth class mail? Do you have any such example? 

Mr. Merepiru. I made an effort to get some idea, Mr. Corbett, and 
if I may submit it entirely as a guess, as a stab, it appears that these 
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costs run about 8 percent of the operating costs of many of these firms. 
That is entirely an estimate. 

Mr. Corserr. I was concerned primarily with what you pay for first 
class, second class, third, and fourth class. If we do not have those 
figures available, I assume that your biggest mailing costs are for 
third-class postage. Is that correct? 

Mr. Merepitu. I would not be in a position to say, Mr. Corbett. I 
do not know; honestly. 

I found one proportion, in looking through our records, in which 
I think the third class costs—and this was just one firm—but I think 
the third class costs came to about 30 percent of their mail costs. 

Mr. Cornett. That would mean that some company, somewhere, 
certainly spends $50,000 for mailing out third class advertising; is that 
not correct ? 

Mr. Merepirn. I would say so; I imagine that is correct. 

Mr. Corserr. These contemplated increases would do what to that 
mailing bill? Assuming that company A sent out just as many circu- 
lars, and their total annual bill is presently $50,000 a year, what would 
the cost be to them under this bill ? 

Mr. MerepirH. May I answer that for our own industry, Mr. Cor- 
bett, since I do have some figures on that ? 

Assuming that we mail 45 million catalogs, at an average of 4 ounces 
each, that equals 11,250,000 pounds of bulk mailing, presuming they 
all go at third class bulk rates. At 10 cents a pound, this comes to a 
postal bill of $1,125,000. Under the proposed new rate, the same 
number of catalogs would cost $1,350,000 to mail, or an increase of 
$995,000. 

The Cuamrman. What industry are you speaking about there; the 
entire industry ? 

Mr. Merepirn. That is for our mail order nursery industry. 

The CHatrman. That includes how many members, or how many 
different enterprises ? 

Mr. Merepiru. Here again we do not have the exact figures, but it 
is based on about 125. 

Mr. Corsert. Do you send much mail at the minimum piece rate, 
that is, the 114 cent minimum piece, in the bulk? 

Mr. Merepiru. I gathered from this little survey that we took that 
perhaps 30 percent went at that rate. Since about 70 percent of these 
mailings go bulk to established lists as a rule, about 30 percent, I 
imagine, would go at the minimum rate in response to individual 
requests. 

Mr. Corsetr. All I was trying to bring out here was, that while it 
seems like a small increase when you say a half cent apiece, when you 
are getting into these large mailings the impact on the mailer can be 
pretty severe. 

Mr. Merepiru. Yes, sir. 

Mr. Corserr. And that, of course, is an item to which we have to 
pay some attention, because, obviously, if a company is only making 
$5,000 of profit, or $10,000, or $15,000, we could either put them out 
of business by making too large an increase, or it would considerably 
reduce the volume of mail that they are going to deposit. 

Mr. Merepiru. It is entirely possible, Mr. Corbett. 

Mr. Corserr. That is all I have, Mr. Chairman. Thank you. 
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Mr. Lestnsxr. Mr. Chairman. 

The Cuatrman. Mr. Lesinski. 

Mr. Lesrnsxr. In other words, Mr. Meredith, the figures that you 
quoted here would be roughly $2,000, annually, increase in postal 
rates? 

Mr. Mrrevirn. Are you figuring on the basis of per firm costs, Mr. 
Lesinski ? 

Mr. Lestnsx1. Yes. 

Mr. Merevirn. I have not figured it. I imagine that figure is about 
right. 

Mr. Lestnskr. I have one further question, in regard to a remark 
that was made here. Is it not true that in most instances small busi- 
nesses have a tough time of it today ? 

Mr. Mereprru. Indeed it is. 

Mr. Lestnsxt. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Porter. 

Mr. Porter. If I understand your position, Mr. Meredith, it is that 
this bill should not raise third-class rates because there are certain 
customer-performed aids in your industry which have been over- 
looked by the Post Office Department; is that not correct ? 

Mr. Merepiru. That is part of our viewpoint. 

Mr. Portrr. In other words, you have said here that the nonpublic 
welfare costs should then be borne by the mail user, with each class 
of mail bearing its just proportion. 

In other words, you think the user ought to pay for what he gets 
from the Post Office Department. But you are raising the point here 
that the Post Office Department has not given you sufficient credit, as 
an industry, for customer-performed aid, and that therefore this in- 
crease would not be fair. 

I want to suggest to you that maybe you are going at this wrongly ; 
that maybe, having this recognized by the Post Office Department in 
terms of their cost ascertainment, the way they apply these rates, that 
maybe there is some legislation involved. But is it this legislation 
which has to do with general increases in the different classes of mail? 

Do I make myself clear ? 

Mr. Mereprru. No, sir. 

Mr. Porter. On the one hand, you have said you believe that the 
user ought to pay for the service he gets. You say the only thing 
you disagree with in this bill is the raise in the third-class rates, that 
you do not think they should be raised, because you think that your 
industry performs a good many operations which save the Post Office 
Department money. 

Mr. Mereprrn. That is a part of our view; yes, sir. 

Mr. Porrer. And what is the other part? 

Mr. Merepiru. We feel that, in addition, the impact on small busi- 
ness and on the small communities should be taken into account, and 
we think, frankly, that the effect on the small post office should be 
taken into account. 

Mr. Porter. Is that not inconsistent with the position that the user 
ought to pay the costs? There are other costs, such as labor and mate- 
rials, that hurt small business; is that not correct ? 

Mr. Merepiru. We did take one increase, as you know, Mr. Porter, 
jn 1951. I think the number of business failures will attest that things 
are considerably rougher on the small-business man today. 
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Mr. Porter. Are you then here suggesting that we should give a 
subsidy to small business and write something into this bill so that 
small business will not feel the impact ? 

Mr. Mereprru. | certainly cannot speak for small business as a 
whole, Mr. Porter. I know that the nurserymen are not asking for 
such a subsidy. 

Mr. Porter. Are you not asking for that in what you say are your 
other grounds for some consideration in this bill? 

Mr. Merepirn. I do not feel so, Mr. Porter, since we feel our tax 
contributions are considerable, and we feel that our members con- 
tribute very frequently to the revenue of the third- and fourth- and 
the second-class post offices, and that a loss of that revenue could have 
very serious effect on postal operations in these small communities, as 
well as on the business community. 

Mr. Porrer. Of course, there are a good many businesses in the 
same position in the mailing; you are not the only business. You are 
not the only business that pays taxes, either. 

I fail to see how you fail to establish that you are particularly dif- 
ferent, except insofar as you may do more for the post office. Per- 
“9 that is the remedy of some of the matters in connection with this 
vill. 

Mr. Merepiru. Then I failed to make the point, Mr. Porter, that 
we feel most of our firms are unique in being located in rural com- 
munities, as well as having a majority of their customers in rural com- 
munities. Consequently, they contribute primarily to the revenue of 
the small post. office. 

Mr. Porter. Do you suggest, then, that we try to write an amend- 
ment to cover your customers in rural communities, with regard to 
the rate increase ? 

Mr. Merepitu. I doubt that the Congress can write a sufficient num- 
ber of amendments to cover each industry. 

However, I am speaking only for our industry. We would certainly 
ask that this particular segment of the economy be considered in writ- 
ing that. in. 

Mr. Porter. I do not see how we can consider it in line with your 
recommendation, and still carry out what you say is important, which 
is that the users, each class, should pay its just proportion. 

Mr. Mereprru. Our thought in presenting this testimony was to 
add what we hope would be weight to the views of others in pretty 
much the same predicament. 

Mr. Porrer. Thank you. 

The Cuatrman. Mr. Cederberg. 

Mr. Creperserc. Is it true, Mr. Meredith, that the members of your 
association are exempt from size and weight limitations as proposed 
in Public Law 199 ? 

Mr. Merepiru. That is correct. 

Mr. Ceperserc. When you asked for that exemption, you did it so 
that you might avail yourselves of the fourth-class parcel post, is that 
correct, rather than sending it through some other method ? 

Mr. Merepirn. I wish I had been with the association at the time 
that took place. I do not know. But I think it may also be due to 
the fact that it is impossible to cut a tree in half and ship it in two 
smaller sections and have it live. 
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Mr. Creperserc. But you could ship it by some other method, could 
you not ? 

Mr. Merepiru. Yes, sir. 

Mr. Crperserc. You are aware, are you not, that parcel post, by 
law, must pay its own way ? 

Mr. Merepitru. Yes, sir. 

Mr. Creperserc. Almost every order you send, then, would probably 
be sent through the mails parcel post, fourth-class; which evidently 
has not put your companies out of business paying the full rate. If 
that is true in shipping your commodity, why is it not also true in 
sending out the solicitations to receive the orders ? 

Mr. Merepiru. In this case, I would fall back on some estimates 
again, which I made, and estimate that this particular increase in the 
third-class rates could affect the profits of these concerns by maybe 10 
to 13 percent. 

Mr. Ceprerserc. Obviously, you must have increased your costs to 
take care of the increased parcel post necessary to send them out; or, 
at least, pass them on to the customer in some way. 

Mr. Merepiru. I see by our survey that we did increase our costs in 
that period, but during the period of the last 3 years, for example, 
there have not been any substantial increases. 

Mr. Cepernerc. There have been some increases in fourth-class par- 
cel post rates in that period of time, I am quite sure. 

Mr. Merepriru. I gather that these firms simply have had to absorb 
those costs. 

Mr. Ceperserc. If you could absorb the fourth-class rate, which I 
think is more substantial than the proposed third-class rate, you 
could absorb this proposed increase. I do not happen to be one that 
believes that third-class rates should pay their full way, because I 
realize the other problems in the differentiation between classes of 
mail, but I fail to understand why, in view of the fact that you use the 
parcel post. fourth-class so extensively, which must pay its own way, I 
fail to understand why you cannot absorb a minor increase in third- 
class mail to solicit the orders from your people. 

Mr. Merenirn. I think it might be fair to suggest that these firms, 
if they have absorbed increased parcel post costs, find themselves in 
the predicament that they do today, partially because of those in- 
creased costs. 

Mr. Creperserc. Would it be fair to say that some of your nursery- 
men are in direct competition with some of the local nurserymen in 
the area, who are not in a mail-order business? 

Mr. Merepirrn. The mail-order nurserymen themselves send stock 
generally which is of a smaller size, in order that it may be shipped as 
economically as possible; and also it is frequently material that can- 
not be found in the immediate vicinity. 

Mr. Crperserc. But a good deal of it is in direct competition with 
local nurserymen, where they could buy the product locally, rather 
than send it 100 miles away and have it shipped through the mail; is 
that not correct ? 

Mr. Mereprru. Apparently the customer feels that, because he is in 
an isolated community, it is much more economical for him to write 
away for it, than it would be for him to drive a good many miles, or 
he may not be able to drive, to find stock that he needs. We think 
they do provide a needed service which might otherwise not be met. 


READJUSTMENT OF POSTAL RATES 211 


Mr. CepverserG. I agree with that, but I say it is in direct competi- 
tion, with other people. engaged i in business in ‘areas where members of 
your association are located. 

Mr. Merepirn. In some areas, perhaps; but since the type of material 
is frequently different and cannot be found at the local nursery, and 
frequently is of so small a size that a person would not buy it at the 
local nursery, we do not feel there is any sharp element of competition 
with the local business. 

Mr. Corserr. Would the gentleman yield? 

Mr. Ceperserc. Yes. 

The Cuarrman. Mr. Corbett? 

Mr. Cornett. Is it true, or false, that the customer pays the parcel 
post? How is this material sent out ? 

Mr. Merepitu. I do not know enough about how these firms operate 
in that regard, Mr. Corbett. I see in some catalogs they say to add so 
much for postage, and some are prepaid. I do not have any figures 
on that. 

The Cuarrman. Are there any other questions? 

Mr. Hemphill. 

Mr. Hemputiyi. The chairman originally talked about the “welfare” 
groups. I have a letter this morning from the chamber of commerce, 
that thinks they ought to have a special treatment. Do you consider 
them a welfare org anization ¢ 

Mr. Merevrri. I hardly know how to answer the question, Mr. 
Hemphill; I never thought about it. 

Mr. Hemrpuit. I believe you said that the mailing costs are 8 per- 
cent of your costs. 

Mr. Merepiru. That is strictly a guess, based on what few examples 
Icould find. I think it isa fairly good guess. 

‘Mr: Hempnity. But if you do not know, who would know? 

Mr. Merepitn. The only way we could find out would be by con- 
ducting an exhaustive survey, and we have not done so. 

Mr. Hempuitt. What does the margin of profit amount to, approxi- 
mately ¢ 

Mr. Merepiru. From what I can discover, the margin of profit runs 
about 5 percent. Again, that is not based on a full survey, but simply 
what I can gather in ‘the w ay of evidence. 

Mr. Hempnitx. Your statement is that nurserymen operate on a 
profit margin of 5 percent. Is that gross, net, or what? 

Mr. Merepiru. I am speaking now of the mail-order nurser ymen 
strictly, Mr. Hemphill. As far as the mail-order nurserymen are 
concerned, I might quote a statement made by the president of the 
National Mail Order Nurserymen’s Association before this commit- 
tee some years back, where he said: “Most of us would consider 5 
percent a good average figure.” 

That is of the gross rec eipts. 

Mr. Hemputity. If you are required to pay your own way, most of 
you would be out of business, as I understand. Is that correct ? 

Mr. Merepiru. We do not know, Mr. Hemphill, whether it would 
put most of us out of business, or not. We do think there is some rea- 
son to believe there would. 

Mr. Hemeuityi. Who would know, if you do not know? 

Mr. Merepirn. I do not think there is any way to find out. 
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Mr. Hempuityt. You see, you are here as a witness to give us in- 
formation. If you do not know about your industry, how do you ex- 
pect us to know ? 

Mr. Merepira. We think we do know something about our industry. 
We believe that the predicament these men find themselves in is 
as we state it, I think the whole profit margin which they are now 
operating under would show that thjs proposed increase, which could 
amount to 13 percent of that profit, might be the difference between 
survival and failure. 

Mr. Hemruity. You said in answer to a question by Mr. Porter a 
while ago that your tax contribution is considerable. What do you 
mean by that? 

Mr. Merepiru. On that I can only give you an approximation of 
the volume of the mail-order nursery business, which we estimate to 
be about $35 million a year. 

We do not know what the actual tax revenue to the Government is, 
but that might give you some idea of the tax revenue. 

Mr. Hempuiy. Have you read the bill, Mr. Meredith ? 

Mr, Merepira. Yes, sir; I have. 

Mr. Hempuiwy. Do you think that the provisions of the bill are ade- 
quate for your industry and small business as a whole? 

Mr. Merepira. We have not taken a position on this postal 
policy, since it has been our view that the policy should be determined 
in advance of the setting of the rates. 

Mr. Hemputy. Your position, then, simply is that you are con- 
cerned only with your own industry and whatever happens to the 
country or the Post Office Department as a whole is really not your 
concern ? 

Mr. Merepiru. No, sir; I certainly do not mean to imply that. I 
think that what happens to the nurserymen of the country might 
have some bearing on what happens to the country, and we feel that 
we would contribute to what happens in some degree. 

Mr. Hempuiy. Do you feel that first-class users pay your way ? 

Mr. Merepiru. We have not taken a position on first-class mail. 

Mr. Hempenmw. I am asking you to take a position now. 

Mr. Merepiru. We certainly feel that the priority given to first- 
class mail, as well as the other qualities which it has that third-class 
mail does not hav e, should be considered in setting the rates. 

Mr. Hemenuiu. Then I gather that you mean that first-class mail 
should pay your way if you are not able to pay it. 

Mr. Merepiru. No, sir; we do not feel that way. We feel, though, 
that in setting these rates, it should be taken into consideration that 
they would have certain advantages over third class. 

Mr. Hempuityt. Thank you. 

Mr. Rees. Mr. Chairman. 

The Cuatrman. Mr. Rees. 

Mr. Rees. As I understand it, you say about 8 percent of the cost 
of opennting these mail-order businesses is the postage cost; is that 
right ¢ 

‘Mr. Mereorru. Yes, sir. We think that is a pretty fair guess. 

Mr. Rees. In that event, the extra cost or extra charge due to the 
proposed postal rate increase would be comparatively small as against 
the cost of running the business, would it not ? 
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Mr. Merepitu. Do you refer to the increases, Congressman 

Mr. Rees. Yes. 

Mr. Merepiru. From that standpoint, yes, sir. I think a twenty 
percent increase is entailed in this. j 

Mr. Rees. So it would really be 20 percent of 8 percent, would it 
not? It would be an increase in cost of 20 percent of 8 percent, or 
one-fifth of 8 percent; is that not correct ? 

Mr. Mereniru. I cannot figure that way. I would have to take what 
the increase would do to postal cost figures, and figure what per- 
centage that was of the total cost of operation. 

Mr. Rees. I am just trying to follow you here. It looks like 8 per- 
cent, according to your figures. It might be a little over 9 percent. 

Mr. Merepiru. When Iwas speaking of the 8 percent, I was speak- 
ing on the premise that the increase was not put into effect, that is, as 
it stands now, it is 8 percent. 

Mr. Rees. You want to pay your own way, do you not? 

Mr. Merepiru. Yes, sir. 

Mr. Rees. And as to whatever increases are required, so that you 
can carry on your own business, you want to pay your way for the 
service rendered by the Post Office Department, do you not? 

Mr. MerepirTu. ron sir. 

Mr. Rees. That isall [have,Mr.Chairman. Thank you. 

The Cuarrman. Mr. Lesinski. 

Mr. Lesrnskt. I want a clarification of one remark you made, Mr. 
Meredith. Are not the majority of these nurseries a family operation ? 

Mr. Merevitu. That is a characteristic of the industry quite fre- 
quently ; yes, sir. 

Mr. Lestnsk1. Getting back to the 5 percent figure, does the 5 per- 
cent include the owner’s income ? 

Mr. Merepiru. The 5 percent figure is based on a before-taxes gross 
receipts figure. I would not imagine it includes the owner’s income. 

Mr. Lestnskt. Of course, there is a difference between gross and net 
profit. That is why I am questioning that. If it is 5 percent of the 
net profit, the figure is still lower. 

r.Merepiru. That is correct. 

Mr. Lestnski. That is what I want to get clear, because it would 
make a difference if it is 5 percent of $100,000 or 5 percent of $150,000. 

Mr. Merepiru. Yes, sir. 

Mr. Lestnski. There isa big difference. 

Mr. Merepiru. Indeed there is. 

Mr. Lestnsxt. Is it 5 percent of the net, or 5 percent of the gross 
income on which you pay Federal income taxes? On what percentage 
or proportion of the profit do you pay Federal income taxes? 

Mr. Merepiru. I do not have those figures. 

Mr. Lestnskr. We do not know what your answer is. We do not 
know whether it is 5 percent of gross, or 5 percent of net. 

Mr. Merepirn. We do not know. 

Mr. Lesinsxr. Then the 5 percent figure does not mean anything. 

Mr. Merepiru. I can establish that, and I think I probably should. 
I think I can check in a sufficient number of instances. 

Mr. Lestnskt. Five percent might mean $3,000 a year; and it might 
mean $20,000 a year. 
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Mr. Merepiru. On the other hand, where we have a concern em- 
ploying 300 to 400 people, it would be obvious that this 5 percent would 

only what was left after salaries. 

Mr. Lesrnsk1. Is that after all expenses have been paid ? 

Mr. Merepiru. Yes, sir. That would be my understanding of it. 

Mr. Lestnsx1. Thank you, Mr. Chairman. 

The Cuarrman. Thank you very much for your enlightening testi- 
mony, Mr. Meredith. 

Mr. Merepiru. Thank you, Mr. Chairman. 

The Cuarman. We will now have the Postmaster General and the 
Deputy Postmaster General for any questions that the committee 
members may wish to ask. 


STATEMENTS OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL, AND HON. MAURICE H. STANS, DEPUTY POSTMASTER 
GENERAL 


The Crarrman. Mr. Porter, you may start the questioning. 

Mr. Porter. Mr. Summerfield, I would like to ask a number of 
questions. 

Referring to the summary of the legislative proposal, I assume you 
do subscribe to having postal revenues more nearly equal the postal ex- 
penses. 

Mr. SumMeERFIELD. I do, sir. 

Mr. Porter. As far as concerns the individual classes, do you agree 
that in the individual classes of postage, as this last witness testified, 
that the users ought to pay for the service they get in a particular 
class? 

Mr. Summerriep. I do. 

Mr. Porter. Before I get into that general problem, I want to ask 
you a question about foreign mail before it slips my mind. 

You had a chart about foreign mail which showed that the foreign 
mail people apparently are making money on their mail operations. 
Do you have that in front of you? 

Mr. Summerrievp. Mr. Stans has the chart here and will read it 
to you. 

Mr. Porrer. What number is that in your presentation ? 

Mr. Srans. It is not in the presentation itself; it is in the cost ascer- 
tainment summaries that we have. 

Mr. Porter. As I recall that, it showed that a good many of the 
foreign mail operations made profits rather than ran a deficit. 

Mr. Srans. I have aggregate figures here which show that in the 
aggregate our foreign mail revenues did cover the costs in full. 

Mr. Porter. Do you know whether that included profits from tele- 
phone and telegraph services ? 

Mr. Srans. I am sorry, but I am not sure I know what you are re- 
ferring to, Mr. Porter. 

The Cuarrman. Are you referring to the foreign countries, or are 
you referring to mail sent by our post office to foreign countries? I 
think the witness is confused. 

Mr. Porter. I am referring to the chart you put out, that other 
countries make money from their postal system. Do you remember 
that ? 
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The CuarrMan. He presented a chart showing the first-class rate 
postage to certain points. 

Mr. Porter. It is No. 5 in the charts that accompanied Mr. Summer- 
field’s testimony. (See chart 5, p. 21.) 

Mr. Srans. That does not show any figures as to what the profits or 
losses of those foreign mail systems are. 

Mr. Porter. Noone? 

Mr. Srans. No, we do not. 

The CHatrMan. It showed the first-class postage rate in these 
countries. 

Mr. Stans. That is correct. 

Mr. Porter. I will locate it, and then we will come back to it. 

As I understand, Mr. Summerfield, you have weighted the in- 
tangibles. 

Mr. SUMMERFIELD. Just a minute, Mr. Porter. Is this the chart that 
you referred to ? 

Mr. Porter. That is not the one I had in mind. 

Looking at the first chart or table that was in the No. 2 in the 
testimony in connection with the testimony of Mr. Stans, on page 2 
there is a chart which shows us the summary of costs of mail and 
services. I wonder if you would explain what the “not who'ly re- 
flected” refers to. (See chart 2, p. 32.) 

Mr. Summerrietp. Mr. Stans will answer that. 

Mr. Srans. Those are some wage increases and fringe-benefit costs 
that took place during the year 1956 and therefore were not reflected 
in the full year’s expense. This column shows putting those costs on a 
full-year basis as they affect the revenues and expenses as they exited 
at the end of the year. 

Mr. Porter. I see. Is there in the cost of first-class mail here, as you 
have it, is there a prorating of costs of fourth-class post offices? That 
is, L assume a good many fourth-class post offices do not stand on their 
own feet. Is that true? 

Mr. Srans. There is a prorating of costs of operating fourth-class 
post offices; yes, sir. 

Mr. Porrer. And a good many of the rural free delivery operations 
are not profitable operations, I assume ? 

Mr. Stans. I think we have a difference of opinion there, Mr. Porter. 

Mr. Porter. You say they do stand on their own feet, by and large? 

Mr. Srans. I would like, if I may, to refer to a chart which we 
have prepared for the purpose. 

I do not believe you can see the figures on the large chart. I will 
have copies distributed to the members of the committee, and then I 
would like to explain the chart to show what our revenues and expenses 
are on rural routes and fourth-class offices. (See pp. 52-54.) 

Mr. Porter. You understand what I am interested in is testing 
whether any of these other costs have been prorated back to first class, 
so that the cost figure for the first class is somewhat larger than it 
would be if we are just talking about the cost of first class mail. 

Mr. Srans. There is no question but what some of the costs in fourth- 
class post offices are prorated to first-class mail as they are prorated 
to other classes of mail. 

In other words, all of these costs of operations are prorated over the 
classes of services that we render. 
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The question I was directing myself to was your question whether 
fourth-class post offices and rural routes actually lose money for us. 
This is a fallacy that we run up against very frequently from those 
who contend that these are public-welfare activities. 

The chart will show, Mr. Porter, for fiscal 1956 our expenditures 
on rural routes were $206 million in the aggregate, and that the mail 
volume generated on rural routes produced revenues of $39 million. 

The fact of the matter is, however, that the amount of mail delivered 
on rural routes is many times the amount of mail generated or originat- 
ing on rural routes. 

On this chart it shows that in 1956 the incoming mail delivered to 
patrons on rural routes produced total revenues of $212 million. Fur- 
thermore, in measuring whether rural routes or fourth-class offices are 
profitable or not, we have to recognize the fact that the Post Office De- 
partment recovers only about 85 percent of its revenues. 

Naturally, the revenue-cost relationship of rural routes and fourth- 
class offices reflect the Department’s overall ratio of costs and 
revenues. We have added to the chart the figure of $67 million, 
which is the additional revenues that would be earned on incoming 
or originating mail on rural routes under H. R. 5836. 

If the rate proposals in H. R. 5836 were in effect in fiscal 1956, there 
would have been $318 million of revenues earned on mail which 
originated or was delivered on rural routes against expenses of $206 
million. 

We do not say that the difference is a profit, because there are other 
expenses in handling both this originating and incoming mail. 

But we do say that these figures disprove the fallacy that there is 
any kind of a substantial loss in the maintenance of rural services. 

The same thing is true to some similar extent in the case of fourth- 
class offices. The postage value of incoming mail, plus originating 
mail, at the rates under H. R. 5836 would be $49 million while costs of 
operating fourth-class post offices amounted to $35 million. 

So that again there is no indication that fourth-class offices are a 
substantially losing service, if you take into account the fact that they 
deliver much more mail than they originate. 

Mr. Porrer. Were these computations made in connection with or 
under the rules of your cost-ascertainment system ? 

Mr. Stans. Yes, they were. 

Mr. Porter. And your cost-ascertainment system, I take it, is de- 
signed to reduce to dollars every operation in the post office where 
you can identify the cost sufficiently so that an accountant can take 
into his consideration ¢ 

Mr. Stans. No; I think it is the other way, Mr. Porter. The cost 
ascertainment system takes every dollar that we spend and apportions 
it over one service or another. 

Mr. Corsetr. Mr. Porter, will you yield at that point, if you please? 

Mr. Porrer. Surely. 

Mr. Corserr. Thank you. 

Mr. Stans, I know it was a slip of the tongue when you said that 
these figures disproved the fallacy—but maybe they do, at that. 

Mr. Srans. I am not sure it was; I think that is what I meant. 

Mr. Corserr. All right, either way. Perhaps I should not have 
mentioned it. 
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What we have here is a situation now, granting that on rural routes 
in fourth-class offices they do serve the function in providing ultimate 
delivery as well as originating mail, but with your incoming mail, if 
you take $212 as the total postage paid on that incommg mail, and 
list it all for the rural] routes, you of course omit all the other expenses. 

That mail could possibly have become unprofitable before it even 
got to the rural route. If it had been mailed in a large city, then it 
had to be transported by rail, and perhaps again by bus; and by the 
time it reaches the fourth-class office or the rural route, the original 
postage may have all been expended. 

[ just do not believe that we can show that on a rural route, where 
you are paying all the high expenses for even loca] transportation, 
that it costs you as much to deliver the mail in a crowded, congested 
city area as it does out there in the rural route. 

Mr, Stans. I do not think it does, Mr. Corbett. But I think there 
is another point of view to be considered, and that is that the rural 
routes exist not for the benefit solely of the people who live on them, 
but for the benefit of people in the large cities as well, who mail to 
them, or who receive mail from them. 

May I elaborate on that point a little bit ? 

Mr. Corsetrr. Yes; except that I would like to make this point. 

We are not in complete disagreement on this. I just believe that 
some important part of the so-called income for rural routes and 
fourth-class offices ought to be stricken out of it. 

Mr. Stans. Of course, our position is that none of this should be 
considered as public welfare, for the reason that rural routes and 
fourth-class offices are an integral] and indispensable part of the postal 
service as a whole. 

I would like to read a couple of paragraphs from a statement on 
this exact question that I gave before the Senate committee last week, 
investigating the question of postal policy. 

Many business operations have “uneconomic” divisions, which are 
maintained for the sake of a more financially satisfactory all-around 
operation. For instance, the used-car transactions of an automobile 
dealer may in themselves produce a loss, but they are a necessary ad- 
junct to the sale of new cars. The warehouses of chain stores may not 
contribute any revenues, but they are part of an effective distribution 
pattern. The streetcar rider who lives at the end of the line is part 
of the public being served at a uniform price. This applies to the 
electric consumer, and the telephone subscriber in these sparsely set- 
tled outer fringes of the service area. 

The postal establishment shares with every other public utility the 
responsibility to serve uniformly all who apply within the area of 
service. 

That fact alone argues against classifying any part of the expendi- 
tures as being for the public welfare, and therefore payable by people, 
taxpayers, who do not use the service. 

The city dweller or the publisher who sends mail to the country is 
just as much the beneficiary of rural service as the addressee. And 
it is our position that the system as a whole should properly stand the 
costs of the rural services. 

Mr. Corsetr. I agree with you in part. But would you not tend 
to believe that if a private company were operating the post office, that 
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it would do about what Railway Express does, and eliminate the un- 
profitable places. 

Mr. Srans. I think, Mr. Corbett, that, as a matter of fact, if we 
eliminated all rural routes, and fourth-class offices, we would not be 
one cent better off in our deficit than we are right now, because of the 
loss of all the revenue that would be involved at both ends. 

Mr. Corser. We are in a little disagreement on that. I do recog- 
nize here that we have a very, very important issue, as to whether or 
not the rural route and the fourth class is a matter of Government 
policy that is extended out there at a calculated loss, or whether it is 
paying its entire way. I believe that is an item that we are going to 
have to hammer out for a long time. 

The only reason that I interrupted at this point was that I did not 
want the inference left that the issue was settled. I believe very defi- 
nitely the contrary of what the gentlemen believe when they say that 
these operations are not carried on ata loss. Iam certainly in favor of 
their being carried on, regardless of the loss. The question, of course, 
arises as to who should make up the loss; the users of the mail, or the 
General Treasury. 

That isall [have. Thank you, Mr. Porter. 

Mr. Porrrr. If I may take on from there, Mr. Corbett, I will say 
that really brings me back to the point I was starting out with, namely, 
that this deficit in fiscal 1956, of $29.9 million, if you disregard, as I 
do, these intangible factors which have been considered here, also re- 
flects congressional policy in setting up rural routes and fourth-class 
offices and therefore, if you are not strictly, from a business point of 
view, from a service aspect, just looking at first-class mail in terms 
of a business operation, then you have to consider the correction of 
policy, since we also want to maintain rural routes and fourth-class 
offices. Therefore, the $29.9 million deficit in part reflects the costs of 
these on their own feet, these uneconomic operations. 

That is the point I started out with. 

Mr. Srans. Mr. Porter, I agree that first-class mail includes its 
share of these costs. I am afraid we are in disagreement on the ques- 
tion of whether the elimination of rural routes and fourth-class post 
offices would reduce our deficit, or that they are in any way public- 
welfare factors that should not be charged to the users of the mail. 

Mr. Porter. Of course, I do not propose their elimination. I ap- 
preciate the help the gentleman has given us. 

Now, going on to this estimated reallocation of costs for intangible 
factors, I have something further to say. 

Mr. Summerfield, Mr. Stans is an accountant, and you are a busi- 
nessman, by background. I cannot understand how you can put dol- 
lar values so confidently as you have here or intangible factors, and 
use them in your computations for deficiencies in revenue, when your 
cost-ascertainment system apparently, which is run by accountants to 
set up a system to find out how you spend your dollars, cannot ap- 
parently accept these dollar values which you have set on these so- 
called intangible factors. I would like to have you comment upon 
that. 

Mr. SumMerrretp. Are you in disagreement with our figures? 

Mr. Porrer. I am completely befuddled with them, and as to how 
you got them, or where you got them. 
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Mr. SumMerriewp. Mr. Stans will give you an explanation of them, 
because, again, those are accountant’s figures. 

Mr. Porrer. I am interested now in the policy, not in particular 
figures. 

I am interested in why you seek to put dollar values on something 
that your accountants do not consider. If these are susceptible to 
ascertainment in the particular so many dollars, as they apparently 
are, because you put them down in dollar value, why are they not in- 
cluded in the cost ascertainment? Why do they have to be spelled 
out in another column, and by means which I do not pretend to know? 

Mr. Summerrtetp. The cost-ascertainment system was never in- 
tended for ratemaking purposes, Congressman Porter. 

Mr. Porter. Has it not been accepted by the courts—has it not 
been accepted many times? 

Mr. SuMmerrrieLp, Yes; within certain limitations, yes. 

Mr. Porter. Then apparently, intended or not, it is used as a basis 
by responsible bodies; is that not correct? 

Mr. Summerrrevp. For fourth-class mail, parcel post. 

Mr. Porter. Only for fourth-class? 

Mr. Summerrrevp. That is right. 

Mr. Porrer. But the same methods are used for fourth-class as with 
other classes; is that right? 

Mr. SumMerrFietp. That is right. 

Mr. Porter. Then my point was, namely, that cost ascertainment 
a reasonable basis for determining rates. 

Mr. SumMeRFIELD. Yes; that is correct. 

Mr. Porrer. I see that this system balances out, it comes down to 
zero; you put negative amounts to negative amounts by second-class 
mail against some others, and the biggest amount against first-class 
mail. How are those dollars figured out? 

Mr. Summerrretp. We have tried to extend the figures to reflect the 
pereferential service that first-class mail receives over and above 
any other classes of mail. 

Mr. Porter. How did you ascertain it was 316.3, rather than 216.3 
or 116.3? How was it computed ? 

Mr. Stans. May I answer that? 

Mr. Porter. Yes. 

Mr. Srans. There are only a few simple steps in the mathematics. 

This is done by the application of a formula that was set up in 1954 
by a group of career executives in the Post Office Department who were 
familiar with the services given to each class of mail, the kinds of 
priorities each mail class receives, the differences in value, and so 
forth. These career executives were assigned a specific problem of 
recommending to the Department the percentages of cost which each 
class of mail ought to pay, with consideration given to the variations 
in service. 

That committee reported that initially second-class mail ought to 
be paying 50 percent of its allocated cost, that third-class mail cur- 
rently ought to be paying 75 percent of its allocated cost, and that the 
difference ought to be borne by first-class mail in consideration of the 
preferred service and attention that it receives. 

There is only one other factor beyond that. We have some special 
services, like registry and COD and insured mail and money orders, 
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and so on, which are in the nature of byproducts to the mail system. 
To the extent that the Department cannot recover full costs on these 
services the difference is also allocated to the mails. 

Those are the only computations that are involved in this determina- 
tion that first-class mail should pay a premium charge for the service 
it gets, the $316 million. 

Mr. Porrer. Would these people be accountants, Mr. Stans? 

Mr. Stans. Some were, and some were people with experience on 
the movement of mail and the methods of handling it. 

Mr. Porter. How do they arrive at a particular dollar value? I 
still cannot see that. 

Mr. Stans. They do not arrive at a dollar value; they arrived at a 
percentage, a formula. The figures before us here in chart 2 are 
simply the application of that formula to the cost figures for the year. 

Mr. Porter. In other words, these represent policy decisions, really, 
a priori rather than anything you got out of the facts themselves; is 
that not correct ? 

Mr. Stans. They represent judgment determinations of the weight- 
ing to be given to these factors, yes. 

Mr. Corsert. Mr. Porter, will the gentleman yield ? 

Mr. Porrer. Yes. 

The CHarrman. Mr. Corbett. 

Mr. Corsert. I bring this up now so I will not always seem to be in 
disagreement. 

I believe the gentleman read very carefully the policy statement con- 
tained in this bill, which I had some little part in shaping. I think 
it gives the background for this particular formula. We might dis- 
agree on the 15 percent or the 75 percent, we might disagree somewhat 
on what items ought to go into the deficit, but. basically here I believe 
in the bill which we passed last year, and the one pending this year, 
L believe that.at long last. this matter of ratemaking has been reduced 
to a policy and to a formula which can be applied in the manner which 
Mr. Stans and the group have applied it. 

Certainly somewhere along the line someone had to make some de- 
cisions as to these intangible factors. 

I think the gentleman has done a fine job of probing into it here, 
and I think if he continues along that. line, he will find that we are 
right back to the position which is indicated here, namely, that we 
have to have some differentials in these classes of mail, otherwise we 
are simply going to put some of them out of the postal service entirely. 

I think a lot of emphasis goes to the fact that there is a preference 
to first-class, the matter of its privacy in handling and being returned 
to the sender and all of that business. 

1 would like to associate myself with this attempt: To translate 
policy into actual dollars with the best brains available to do it. 

Mr. Porrer. I thank the gentleman for his comment. Since the 
committee does have an appreciable number of new members, the 
witnesses and the committee do have to bear with them as they learn 
what is going on, as responsibly as they know how. 

The one issue I am going back to is the one we started out. with, 
namely, that the user ought to pay for what he gets. That is the prin- 
ciple I am trying to establish here. 
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It seems to me that you should determine what you get. Most busi- 
nessmen and accountants especially are primarily concerned with 
things that can be reduced to a dollar, percentage of a dollar, cost 
ascertainment, as far as I can see, with certain shortcomings. They 
try to show us how we spend our money and who should pay. 

Therefore, this column which is labeled “Intangible Factors”—I am 
not convinced it ought to be in there. I can understand why we should 
make a difference in the case of certain so-called preferential services, 
which have not been demonstrated to me, or which cannot be better 
demonstrated to an accountant who can say they are getting preferen- 
tial service and that, therefore, so many dollars should be added here, 
and reduce it to some figure. 

T could see that. ; 

Mr. Srans. May I have the opportunity of doing that ¢ 

Mr. Porter. Surely. 

Mr. Srans. It may take a little time, but I do have a number of 
facts here that I think will clear the air on this whole problem. 

For example, Mr. Porter, the people that work in the evening in 
post offices receive a night differential rate of pay; they get 10 percent 
more. There is only one primary reason for working people in the 
evening in post offices, and that is to move the first-class mail that comes 
in. We expedite first-class mail at every turn. If we did not have to 
move first-class mail, we could operate the post office on an 8-hour day, 
from 9 to 5, like industry does. 

What happens is that in order to fill out an 8-hour night shift, we 
give our employees some second-class and third-class mail to handle 
after the first-class mail is out. 

This results in a charge against second-class and third-class mail for 
a portion of the night-shift differential that we would not otherwise 
have to pay at all, if it were not for the fact that we set up night shifts 
to handle first-class mail. 

The CHarrman. May I ask at this point: What does that 10-percent 
differential amount to? 

Mr. Srans. The night-shift differential amounts to $35 million a 

ear. 
m Mr. Porrer. I agree with that, I might say. That is good account- 
ing. 

Mr. Srans. Unfortunately, the cost accounting that would be 
involved to measure this factor, if we could measure it at all in cost 
ascertainment, would be fantastic. So we do not take it into account 
in cost ascertainment. It is a factor that we ask the committee to 
take into account as a value factor for first-class mail. 

Now, let me give you another one. 

In the business areas of the cities we collect mail and we deliver 
it. We have a second delivery trip and a third delivery trip to business 
offices every day. The only purpose of the second and third delivery 
trip is to expedite the delivery of first-class letters. But our carriers 
also take along the second-class and third-class mail that has come in 
and has been sorted in the meantime. 

In cost ascertainment we allocate the cost of these delivery trips 
according to the mail handled. Actually, we would not need a second 
delivery trip or a third delivery trip at all, if we were going to deliver 


only magazines, newspapers, or circulars; we would deliver them only 
on the first trip. 
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We spend. $52 million a year to provide collection service and sec- 
ond and third delivery trips for the purpose of expediting first-class 
mail. 

Some part of this expense is charged against second and third class, 
= if we did not have first class, we would not incur that expense at 
all. 

I would like to give you another example. We have railway-post- 
office cars. 

Mr. Corserr. Mr. Stans, would you yield there just a moment? 

Is it not true that if second and third class were deferred, as is the 
policy, that your most expensive employees would never be handling 
it, or would seldom be handling it ? 

Mr. Stans. Yes; that is true. We would not have night-shift em- 
ployees, and we would not have a lot of overtime, and so on. 

We have railway-post-office cars, and highway post offices, which 
cost us $86 million a year to distribute mail en route. These are used 
primarily to distribute first-class mail. They are set up solely for the 
purpose of expediting the delivery of first-class mail. 

If we did not have letters and if we only had newspapers and cir- 
culars, there would be no need for highway post offices or railway 
post offices. 

Some part of the cost of these services is allocated to second- and 
third-class mail, because we carry this type of mail matter to fill in 
available space and to provide our employees with a full workload. 
But the whole $86 million is incurred only because we handle first- 
class mail and wish to expedite its delivery. 

The same thing takes place in the use of storage cars on the rail- 
roads. In order to expedite the delivery of first-class mail, we send 
smaller shipments at greater frequency. This increases our costs 
because we pay a much greater price per square foot of occupancy in 
a small shipment than we do in a full car. 

If we were not expediting first-class mail, we could hold it until we 
had a full carload. By shipping it in small quantities we incur an 
extra cost. 

The same thing is true with our various means of transportation 
between post offices. Our vehicle service, our star-route service, our 
mail-messenger service, are all set up to provide frequency of delivery, 
at an extra cost, in order to get first-class mail delivered more often 
than would be necessary if we only delivered second class and third 
class. Yet on each trip we carry all types of mail, and costs are ap- 
portioned to each mail class. 

Those delivery factors cost us $31 million a year. 

I mentioned overtime. We have had overtime in post offices 
amounting to 12 million hours in the last 8 months, a large part of it 
during Christmastime. 

If we did not have to expedite first-class mail, we would not have 
to spend any money for overtime. We would simply operate on a 
regular eight-hour day. 

These are some of the factors that we take into account as prefer- 
ential services. They cost the Department extra money, but are not 
measurable by ordinary cost-accounting processes. 

In our computations we are attempting to measure the value of 
preferential service based on the judgment of experienced career 
postal employees. We have made one additional computation in cost 
ascertainment to reflect this value of service. 
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Historically, Mr. Porter, first-class mail, up to and including the 
time it was raised from 2 to 3 cents, paid about 30 to 40 percent above 
cost, as a result of congressional action to reflect preferential attention. 
All the mail services of the foreign countries, to the extent that they 
have cost-accounting systems, do the same thing. They recognize that 
first-class mail gets his preferred attention all the way. 

Mr. Porter. 1 do not want to stop you there, but I have a remark 
at this point. 

First, let me say that you have given an explanation, but it was 
merely as to how these matters have been arrived at. It still occurred 
to me, on the basis of what you have just said, that you isolated certain 
dollar amounts. It does seem to me that an extension of a cost ascer- 
tainment, as an accountant, into this field is more logical than arbi- 
trarily giving certain valuations. 

But then you say about raising that historically, we have had this 
30-percent difference. Is it not true that the increase from 2 to 3 cents 
was an action by the Ways and Means Committee of this House, as a 
tax measure, and was not done in connection with any idea of prefer- 
ential service ? 

Mr. Srans. It was initially raised as a revenue measure for a tem- 
porary period, and then later extended. 

Mr. Porter. It is true, then, is it not, that historically we put that 
on a preferential-service basis ¢ 

Mr. Srans. Even back in 1926, before the rate was raised to 3 cents, 
there was a similar margin above costs. 

Mr. Porrer. You have gone back now and characterized it as the 
difference being connected with preferential service. Actually, is 
there any basis for the difference tehie maintained because of pref- 
erential service, or was it Just a way to raise more money? 

Mr. Srans. I am not acquainted with the history of the legislation, 
Mr. Porter, but I can only assume that the Congress recognized this 
was a good place to raise revenue because of the service. 

Mr. Porrer. There has been talk throughout about this historical 
relationship. I take it that, as far as you are concerned, those are 
assumptions. 

Mr. Summerrterp. It is not an assumption. The Post Office De- 
partment traditionally, since its inception, had an additional charge 
for preferential service to the extent of an average of about 130 per- 
cent of its costs. 

Mr. Porrer. You characterize it as such. Would you always 
characterize the additional charge as being on account of preferential 
service, or is that something you have now done? 

Mr. SuMMERFIELD. It is not a characterization; it is a statement of 
fact. 

Mr. Porter. Was that the reason why Congress raised the rate 
from 2 cents to 3 cents; was it because of this preferential service that 
Mr. Stans testified to a moment ago? 

Mr. Summerrieb. I think so. 

Mr. Porter. It was not done as a tax measure, then; they were just 
bringing it up so that this preferential service would be paid for; is 
that it ? 

Mr. SummerrtexD. I cannot speak for the Members of the Congress 
at that particular time, but what they were doing was maintaining 
the additional charge for first-class mail for preferential service. I 
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think there was 1 period when the first-class mail paid as high as 160 
percent of its out-of-pocket costs. 

Mr. Porter. What I am getting at is that what was apparently 
done by the Congress because of the preferential service was done by 
the Ways and Means Committee, and not by this committee, because 
they wanted to raise more money. 

The Cuatrman. As I recall, though, later this committee approved 
legislation making the three cents permanent. The Ways and Means 
Committee action was only temporary. 

Mr. Porrer. But I am talking about the characterization at the 
time. 

The Carman. The Ways and Means Committee was only recom- 
mending emergency legislation. 

Mr. Porter. But it was done for a tax purpose. 

The Cuatrman. Then it came before this committee, and this com- 
mittee approved the 3 cents, which put it into effect. 

I have a copy here of the bill that came from our committee. It 
took effect on July 1, 1947. 

Mr. Porter. I will be glad to be further advised, Mr. Chairman, 
but Iam seeking to find out. 

This historical relationship may be such a relationship as to deter- 
mine the percentage, but it was not maintained because of any stated 
desire by Congress or by any committee to pay for the preferential 
service you describe here right now. 

I would like to have your comment on that, Mr. Summerfield. 

Mr. Summerrievp. I think very definitely the Congress, regardless 
of which committee this particular bill originated in, the Congress 
did, by its action, maintain its traditional charge for preferential 
service for first-class mail. 

I think 1923 was the first year we had cost ascertainment. 

What was the percentage of cost for first class at that time, Mr. 
Stans? 

Mr. Srans. 142 percent of the cost, at the 2-cent rate. 

Mr. Porrer. I do not deny it did that. You are characterizing it 
as a conscious act of the Congress to pay for preferential service on 
first-class mail. I say that is something that has been imposed on it. 

Mr. Jonansen. Will the gentleman yield? 

Mr. Porter. Yes. 

Mr. Jowansen. The reason I asked the gentleman to yield was to 
bring up the point that has since been developed, that subsequent to 
the 1932 action it became a regular rate increase through the normal 
legislative channels of this committee, and I believe that 1947 was the 
date the chairman mentioned. 

Mr. Corsetr. Will you yield, Mr. Porter? 

Mr. Porter. Mr. Corbett. 

Mr. Corserr. I appreciate it, because I hope I can throw some light 
on this. 

T do not believe that in years gone by there has been much talk about 
preferential service. It has been only within the last 12 months that 
we were using that language. I think that prior to that time it was 
just hit-and-miss, come-and-go, and until the enactment of some such 
statement as exists in this pending bill, we have never declared that 
policy. 

That has been one of the complaints over the years. 

Mr. Summerrtevp. Excepting by the actions of the Congress itself. 
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Mr. Corserr. But they have been haphazard, rather than 

Mr. SuMMErFIELD. I would not use that term. 

Mr. Corsert. I am not using it harshly. Here we have been con- 
fronted with the situation over the years, and so they have raised 
the rate, or they have lowered it, and it has not been done according to 
any pattern that was established. 

Is that substantially correct ? 

Mr. Srans. Except for one thing, which might also help Mr. Porter 
to understand the history. 

The Postmaster General has mentioned that in the first year we 
had cost ascertainment, which was 1923, first-class mail was paying 
142 percent. That began a decline through the late twenties to the 
point where, by 1930, it was down to 129 percent, and by 1932, it was 
down to 112 percent. 

Whether Congress consciously, with knowledge of those facts, raised 
the rate to 3 cents, or not, I honestly do not know; but the effect of 
raising it to 3 cents was to bring it back to 146 percent, which was prac- 
tically where it was in 1923. 

Mr. Porter. I will yield to Mr. Cretella. 

Mr. Crerecta. I just want to say that as long as I am a member of 
this body, I am not willing to admit we acted unconsciously. I 
would say we acted consciously, and history proves it. 

Mr. Porter. Mr. Lesinski. 

Mr. Lesinskt. For the information of the committee, I will say that 
in 1927 there were 441 million pounds of first-class mail, and 1.574 
billion pounds of second-class mail. In 1930 the figure for first-class 
was 444 million pounds; and for second-class it was 1,659 billion; 
which is an increase of roughly 80 million pounds in second-class, 
while first-class had an increase of only 3 million. 

I also have the figures for 1940. The first-class total was 386 million, 
and the second-class total was only 369 million. There was less sec- 
ond-class than first-class in 1940. 

Evidently, they changed the figures in the proportionate amount of 
the mail handled in both first-class and second-class. 

Mr. Stans. May I continue with one more point, Mr. Porter? 

Mr. Porter. Surely. 

Mr. Stans. I think it would clarify the matter still further to bring 
up this point. 

That is, to consider what would be the result if we did not adjust 
cost ascertainment for value of service factor, but rather to set postage 
rates to make each class of mail pay its full cost, without any adjust- 
ment. If we did that, then there would be no justification to giving 
priority to first-class mail. We would presumably handle first-, 
second- and third-class mail in sequence as it came in. 

I think that would result in a deterioration of service that would 
be heard from one end of the country to the other. 

Mr. Porrer. There is a difference in cost, though, right now. There 
is a difference in cost now to send a first-class letter, as I recall, and 
even to send a third-class letter. 

Is that the justification for your argument? 

Mr. Stans. There is very, very little difference in average cost be- 
tween the first- and third-class letter. The cost to handle it is about 
the same. 

Mr. Lestnsk1. May I interrupt there a second ? 

Mr. Porter. Yes. 
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Mr. Lestnsx1. You say there is a big difference in the handling of 
first-.and second-class mail, do you? 

Mr. Srans. A first-class letter and a third-class letter costs prac- 
tically no difference to handle. 

Mr. Lestnsx1. I will have to disagree with that statement. Is it 
not true that in the case of third-class mail, that the letters are brought 
to your post oflice face up, according to rotation, and that all you 
have to do is send them in baggage to their respective stations ? 

First class, on the other hand, comes in helter-skelter and every 
letter has to be refaced properly, according to order, sorted according 
to city, and then according to the routes. Third class is sent accord- 
ing to the specific routes in respective cities. That is correct, is it not? 

Mr. Srans. You are partially correct. 

Mr. Lestnsxi. I know 1 am correct. 

Mr. Srans. A large part of the first-class mail comes in under 
meters. About 50 percent of it comes in under meters, and is already 
faced and bundled. There are some services performed on the third- 
class mail that the third-class mail users, on the average, do pay for. 

These services do not represent a very significant element of cost, 
in terms of cost of handling, transportation, and delivery, but there 
is a factor there, and I would be glad, if the gentleman wishes, to make 
some computations for him, and to indicate that our savings from the 
services performed by third-class mail patrons are a relatively small 
factor. 

Mr. Lestnsk1. On the other hand, may I follow that for a second. 

You do not deny the statement I have made, then, that first-class 
comes in a helter-skelter fashion invariably, do you? 

Mr. Srans. Except for a large part of first-class, under meters. 

Mr. Lestnsx1. That is right. 

Third-class, on the other hand, all comes in personally delivered, not 
from the drop boxes, but it comes in delivered directly to the post office, 
from where it starts out. 

Mr. Srans. That is correct. 

Mr. Lesrnsxr. And it is in a rotated manner. In other words, half 
of the labor involved is handled by the so-called mailer. 

Mr. Stans. Not half. I agree with the circumstances that the gentle- 
man describes, but it is not a good half of the labor. 

Mr. Lestnsxt. A good portion of it. 

Mr. Srans. A portion of it. 

Mr. Lestnsxt. I said a good portion of it. 

Mr. Stans. I would rather submit some figures on that, Mr. Lesinski. 

Mr. Lestnsx1. We would be glad to have those. 

(The information is as follows :) 


Average costs per piece of first-class mail and third-class mail, fiscal year 1956 


Ist- | 3d- || | ist- 3d- 
class | class |] class | class 
mail | mail || mail | mail 
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|\Cents| Cents Cents) Cents 


Mail handling in post offices | 1.31 | 0.83 || Transportation and distribution in 

Mail delivery by city and rural car- | transit 0. 36 0. 41 
riers 1.09 | ' 1.50 | Other expenses . - - . bOI OF 

Vehicle service and carfare | .05| .05 || ~—-—| — 

Operation and care of buildings | .08 | .09 || Total eee ta 


Other initial and terminal costs__- . 50 


1 Accounted for by higher average weight per piece. 
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Mr. Lesinsk1. But the point I am trying to bring out is that you 
said first and third class cost almost the same to handle. I disagree 
with that, definitely. 

Mr. Srans. Even after the mail is put in order, it requires quite a 
number of sorting operations, it requires handling, transportation, and 
requires delivery. Those constitute a substantial part of our costs. 

It is true that the mailer does prepare the mail so that we eliminate 
one or two of the initial operations. You are absolutely right on that. 

Mr. Lestnsxr. I am glad you mentioned that, because that is where 
your principal expense is, in sorting the mail according to cities, ac- 
cording to routes; whereas, the third-class mailer handles that part 
of it. 

Mr. Srans. I am sorry, but that is not our principal expense; it is 
an expense. 

Mr. Lesinsxr. You claim that your biggest expense in operating 
your Department is the cost of labor; is that not correct ! 

Mr. Stans. That is correct. 

Mr. Lestnskt. So you are defeating your own statement, then. 

Mr. Srans. No, sir. I was just saying that the initial operations 
are not our principal expense, 

Mr. Corserr. I am just hoping that those figures would also contain 
the cost of collecting the mail and bringing it into the post office, Mr. 
Stans. 

Mr. Srans. Yes, they will. 

Mr. Lestnsxi. Mr. Porter, you have the floor. 

Mr. Porrer. Do you have figures—they may be here, although I 
have not seen them—which show the percentage between first, second, 
and third class, both in terms of weight and in terms of pieces? 

In other words, if you had a mailman’s bag here with all the mail in 
it, what percentage of that, by weight, would be first class, what per- 
centage would be second class, and what would be third? Then, can 
you give us the figure by number, in terms of pieces handled? Qan 
you do that on a yearly basis? I suppose that is quite a chore. 

Mr. Stans. Would you like us to supply that for the record ? 

Mr. Porver. I would like it very much. 

(The information referred to follows:) 


Mail volume by pieces and pounds, fiscal year 1956 


| | 
Class Number of | Percent of | Numberof | Percent of 








pieces total | pounds | total 
ist 30, 077, 567, 376 53. 290 873, 609, 813 | 7. 993 
Domestic airmail.- 1, 487, 162, 337 2. 635 91, 064, 520 | . 833 
2d_ 6, 914, 504, 058 12.251 | 2,702, 558, 644 | 24. 729 
3d 14, 676, 073, 050 26, 002 | 914, 605, 729 8. 369 
4th | 1, 173, 248, 992 | 2.079 | 5,904, 066, 486 | 54. 023 
Other 2, 112, 660, 458 3. 743 | 443, 000, 858 | 4. 053 





cS ee : : ‘ wall 56, 441, 216,271 | 100. 000 | 10, 928, 906, 050 100. 000 
! | | 


Mr. Porter. Would you make a guess right now ? 

Would you say that second class mail, by weight, is as much as first 
class mail by weight ? 

Mr. Stans. No; it ismuch more. 

Mr. Porter. Then I want to get into this matter of preference. 
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Mr. Srans. The total weight of all second-class mail handled was 
about 2.7 billion pounds. The total weight of all first-class mail 
handled was 874 million pounds. Airmail amounted to 91 million 
pounds. Third-class mail amounted to 914 million pounds. 

Of course, fourth-class mail is the heaviest of all, but that is not 
involved here in this present bill. 

Mr. Porter. On the basis of what you said about preference, we have 
heard testimony here that many newspapers and magazines have ar- 
rangements with postmasters, proper arrangements, to make certain 
that their periodicals and papers get delivered on a particular day. 
That is well established, is it not? 

Mr. Srans. Certain publications, particularly those with a time 
value. 

But I would like to say that we require the time-value publications 
to do additional work, which other people do not do. They are re- 
quired by our regulations to zone their mail, that is, to put the copies 
in order and in sequence of zones, so that they do save us extra work 
in return. 

Mr. Porter. I would very much appreciate it if that information is 
available. I would like to have the piece breakdown as well as the 
pound breakdown. 

Mr. Stans. I can give you that right here. 

The number of places of first-class mail were 30.078 billion; of air- 
mail they were 1.487 billion; of second-class mail, 6.915 billion; third- 
class, 14.676 billion. 

Mr. Porter. Again, that relationship of second-class and third-class 
mail being way out in front of first-class mail is maintained; is it not? 

Mr. Srans. I am sorry, the first-class mail was 30 billion pieces. 

Mr. Porter. That is right, excuse me. It is number of pieces, that 
is right. 

Mr. Lestnski. May I ask there: Are the 30 billion pieces first-class? 

Mr. Srans. Thirty billion pieces of first-class mail; yes. 

Mr. Lesrnsxr. Airmail is how much? 

Mr. Srans. Roughly 1.5 billion. 

Mr. Lestnskr. Thank you, sir. 

Mr. Porrer. Mr. Summerfield, on page 19 of your testimony, in 
answer to the question of what criteria do you recognize in determin- 
ing postal costs; you answered: 

Revenues and expenses should be determined and ascertained and each allo- 
cation and apportionment with respect thereto should be made on the basis of the 
Department’s cost-ascertainment system. 

Is that still your testimony? 

Mr. SumMeERFIELD. Yes, sir. 

Mr. Porter. On page 5 of Mr. Stans’ statement, Mr. Stans said: 

Last year I explained in considerable detail how cost ascertainment could be 
used as a starting point for the addition or deduction of further factors properly 
applicable in ratemaking. 

Are you conscious of any inconsistency with your chief’s statement 
there, Mr. Stans? 

Mr. SumMMERFIELD. No. 

Mr. Srans. No, I am not, sir: because, if you look on page 18 of his 
testimony, under question 8, he deals specifically with the provisions of 
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title 2 of this bill, which provides that preferential treatment shall 
be taken into account in the case of first-class mail. 

Mr. Porrer. But, in answer to the question as to what criterion 
you use, he says flatly that it is on the basis of the Department’s cost- 
ascertainment system. 

Mr. SumMerrietp. That is the basis on which we start our delibera- 
tions. And I might call your attention to the fact that in determining 
the request for rate increases in this bill before you today, we are 
following out literally the instructions, the recommendations of this 
body and the Congress as they passed the bill last year as to the state- 
ment of policy. 

Mr. Porrer. Do you mean in working in these intangible factors? 

Mr. Summerrrerp. That is right. 

Mr. Porter. Going back now to the chart used by Mr. Stans in con- 
nection with this testimony (see chart 3, p. 34), I think the point of 
the chart is that everything has gone up since 1932, except the 3-cént 
letter, and that therefore we ought to raise the 3-cent letter. 

Mr. Srans. The really important point is that the whole economy 
of the country has changed, and what was proper in 1932 
is not necessarily proper now, and ought to be reexamined. 

Mr. Porter. Is it not your position that the 3-cent letter ought to 
go up because of the cost-ascertainment system, and these individual 
factors ? 

Mr. Stans. No. The 3-cent letter ought to go up because our costs 
have doubled since 1932 while our letter rate has remained unchanged. 

Mr. Porter. Is that not what you are saying? 

I mean, in other words, that it just should not go up because every- 
thing else has gone up, that it ought to go up for some good reason, 
based upon your costs. 

Mr. Stans. Our costs have doubled. 

Mr. Porter. Then this is irrelevant, is it not, and there is no con- 
nection between the two? 

Mr. Srans. I think the figure on the chart that shows the Con- 
sumer Price Index has doubled is quite relevant, because the Depart- 
ment operates in the same economy as do all the people in all the 
households of the country. This supports our own statement that 
postal costs have increased 110 percent. 

Mr. Porrer. But I take it you do not subscribe to rae it just 
because the traffic will bear it, because the people will pay it? 

Mr. Stans. No; because then there would be no limit to the postage 
wecouldenact. It should pay its way. 

Mr. Porter. I suppose there would be a limit, that people would 
stop somewhere. 

Mr. Stans. I agree. 

Mr. Porter. You do not agree with the theory, do you, that because 
the first-class users would sit still for a rate increase, that we should 
give it to them, rather than to the first- or second- or third-class users ? 

Mr. SumMerrtetp. No. 

Mr. Srans. No. 

Mr. Porter. I take it, then, that actually the position that there 
should be changes because of changes in other things: that is not 
your position ? 
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Mr. Srans. Not because there have been changes in other things; 
no, sir. 

Mr. Porter. Mr. Chairman, I have a number of other questions. 

The Cuarrman, I thought the gentleman would be through by this 
time. These hearings have been going on for 2 weeks, and if we 
expect to expedite them, we are going to have to limit each member 
to 10 minutes, or 5 minutes, to a witness. We cannot prolong this. 

Mr, Hempnitzt. Mr. Chairman, I have been here on time every morn- 
ing. I have some questions to ask. I represent people, also, and I 
think it is unfair taxation to charge people for mail for which they are 
not supposed to be charged. 

I want to ask some questions, and I intend to be here promptly in 
the morning. 

The CHarrman. I do not want the Postmaster General and the 
Deputy Postmaster General to have to come back tomorrow morn- 
ing. We all realize they are very busy men, and we cannot have them 
here at the beck and call of this committee. If they can come back 
tomorrow morning, all right; if not, we will set a later date, to suit 
their convenience. 

We cannot disrupt the duties of the Postmaster General and the 
Deputy Postmaster General just for these hearings here day in and 
lay out. It is just not fair to them. 

Of course, Mr. Hemphill will have an opportunity to ask questions. 

Mr. Hempuiiu. I want to say, Mr. Chairman, that I have read 
everything that you or anybody else has handed me on this particular 
subject. 

I have spent as much time on it as I have spent on any other one 
thing here. _ I do not want to be limited to 10 minutes, because I have 
been putting in my time here, and I intend to be here in the morning. 

The CHatrMan. How much time would you require ? 

Mr. Hempuitz. I do not know, sir. I have the questions here, and 
I have written them out. Also, I have made some notes as I went 
along. 

Mr. Summerrietp. Mr. Chairman, we will be happy to be here in 
the morning. 

The Cuarrman. We have some witnesses from out of town here 
tomorrow. 

Can you get these scheduled for tomorrow, Mr. Belen? Who are 
the witnesses from out of town? We do not want to make those wit- 
nesses come several hundred miles and then not be heard on the day 
for which they are scheduled. 

Mr. Hempuiy.: Any time this committee is scheduled, I am going 
to be here. I can come back here next week. 

Mr. Conntnouam. Mr. Chairman, I might point out that some of 
the members of the committee who do most of the questioning duck 
out, and the rest of us sit through it all. 

Mr. Hempui. That is true, Mr. Cunningham. I think you and 
I have been here the most. 

Mr. Cunnineuam. That is right. We have been here all the time. 
And I have a record of when they ducked out. 

Mr. Summerrtew. If any of the committee cares for any supp]men- 
tal information, we will be glad to give you any answers to any ques- 
tions, and give you any data of any kind that you might want in the 
meantime. 
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Mr. Jomansen. Mr. Chairman, in that connection, I wonder if that 
does not suggest this: If there are questions which require the assem- 
bling of information, I wonder if they cannot be submitted to the 
Postmaster General in advance of the committee hearings, so that the 
information is available. 

I suggest that in the interests of saving time. ' ' 

Mr. Hemputit. I think that is a wonderful suggestion, sir. 

What I would like to have is the 1956 cost-ascertainment report be- 
fore I begin the examination. 

The Cuatrman. You have a copy of that report available, have you 
not, Mr. Stans? 

Mr. Stans. Yes. I will give Mr. Hemphill a copy. 

Mr. Hemrniiy. Thank you, sir. 

The CHarrMan. We have two witnesses from New York City to- 
morrow. They are Mr. Arthur Z. Gray and Mr. S. F. Maffie, repre- 
senting the William H. Wise Co. 

Then we have a witness from Seattle, Wash., Mr. R. F. Linden, for 
tomorrow morning. 

So that with the three witnesses from out of town, it would not be 
fair to take up tomorrow with the Postmaster General and Deputy 
Postmaster General, and force these other witnesses to stay yao 
another day, or to come back later. 

Then we have four witnesses scheduled from out of town on Friday. 

Can you come back here next Monday morning and get through with 
this, gentlemen ? 

Mr. SUMMERFIELD. Yes. 

Mr. Stans. Yes, sir. 

The CHarrmMan. Then we will have the Postmaster General and the 
Deputy back next Monday morning at 10 o’clock. 

Mr. Summerrrevp. Mr. Chairman, I have a message here from the 
Bureau of the Budget. May I read it, and then put it into the record? 
It will just take a moment. 

The CHarrMan. Yes. 

Mr. SuMMERFIELD. It is dated March 20, 1957: 


My Dear Mr. PostTMASTER GENERAL: In response to your telephone inquiry, 
please be advised that in estimating net budget expenditures for the fiscal year 
1958, an adjustment upward in postal revenue of $654 million was estimated. 
Since only net expenditures of the Post Office Department are included in the 
$71.8 billion estimate of expenditures in the 1958 budget document, that total 
will be increased by any portion of the $654 million proposed postal rate adjust- 
ment not realized in fiscal 1958. This assumes, of course, that the 1958 operating 
costs for the Post Office Department are realistically estimated in the 1958 
budget document. 

A. R. Jones, Acting Director. 

The Cuarrman. Thank you, Mr. Summerfield. 

The hearing will be adjourned until 10 a. m. tomorrow morning. 

(Whereupon, at 11:55 a. m., the hearing recessed, to reconvene at 
10 a. m., Thursday, March 28, 1957.) 
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READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


THURSDAY, MARCH 28, 1957 


Houser or RepresENnTATIVES, 
ComMITrer ON Post Orrice AND Civin SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuatmman. Before the hearings begin this morning I would 
like to welcome to this session of the committee the class of the sixth 

rade of the Carole Highlands Elementary School from Prince 
Siideis County, Md. Miss Irma Waterman is in charge of the class. 
We are very happy to have the young girls and boys here this morning 
along with their teacher, and we hope you will find the session, as 
long as you stay here, in some respects interesting. We welcome you 
here this morning. 

Mr. Rees. Mr. Chairman, I also weleome our visitors from the 
Carole Highlands Elementary School. I think it is a fine thing that 
these young students and their teacher are studying their Government. 
It is a pleasure to have them with us this morning. 

The Cuamman. The hearing will now be resumed on H. R. 5836 
and H. R. 5839. I regret that more members of the committee are not 
present. Those who are present are the most punctual ones every day 
at the meetings. I certainly could not say anything about those 
present, but I would like a little later on, when those who are absent 
and tardy are here, to ask them if they please cannot arrange to be 
here a little earlier than they usually come. I realize the many burdens 
and responsibilities that the members of the committee have in con- 
nection with work in their offices and other legislative duties, but it is 
regrettable that we lose around 30 minutes every morning before 
we even get a quorum present. 

I wish to compliment the members who are here today for their 
punctuality in being here every day. I hope the absent members will 
follow their example. 

This morning the first witness is Mr. David W. Brumbaugh, vice 
president of Time, Inc., New York City. 

Mr. Lestnsxr. At this pomt I have a letter received this morning 
on third-class mail. I would like to insert that in the record. It 
has to do with the cost and so forth to the users of the third-class mail. 

The Cuamman. Let the letter be made a part of the record at this 
point. 
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(The document is as follows:) 


ASSOCIATED THIRD CLASS MAIL USERS, 
Washington, D. C., March 27, 1957. 
Hon. Jouwn LESINSKI, Jr. 
United States House of Representatives, 
Washington, D.C. 


My DEAR ConGRESSMAN: Your incisive questioning of Deputy. Postmaster. Gen- 
eral Stans this morning was most refreshing. His statement that the cost of 
handling a third-class letter was the same as first was totally inaccurate, as you 
demonstrated. In order that the record might be entirely clear, I think you will 
be interested in the following data : 

I should estimate that 10 billion pieces of third-class mail are handled under 
the bulk privilege. The mailer has to perform many expensive manual opera- 
tions to qualify for the bulk rate.. The attached chart will show just what these 
items are. 

On page 32 of the McGraw-Hill direct-mail service booklet for 1956 you will 
find that the charge for sorting mail is $4 per thousand; the average is $3.50. 
The tying charge per thousand is $1. It will be seen that the mailer himself 
incurs an expenditure of $50 million annually on these 2 items alone for 10 billion 
pieces of third-class mail. 

There are other factors which we must keep in mind. No stamps are used on 
the great portion of such mail. This saves the Government a lot of money. 
There is no need to pick up the mail at mailboxes all over the city. The mailer 
must deliver the bulk mail directly to the post office, where he pays a lump sum 
of money for postage. It must, of course, already be in marked sacks when 
delivered to the post office. 

I am sure you know what would happen to the postal service if these 10 billion 
pieces of mail did not get this handling by the mailer. It would be thrown into 
hopeless confusion. 

Very little testimony has been given regarding the deferred service which 
third-class mail receives. I doubt that the Post Office has ever conducted any 
intelligent studies on this question. This morning I received a letter complaining 
about the slow handling which third-class bulk mail receives. You will be 
interested in the table below: 


From New York to— 


Poruand, Oreg._....-..-- i ag a al a i a 13 days 
ls i... 7a ocala anand dentin eiaraneanminiamadis iehap demons 18 days 
NE een een NA ied eta nae eienieee aicecenalb somes e ae 15 days 
Deen es (rts. Sit ea os eit, a So eh 15 days 
Philadelphia, Pa.._.-.-~- pent onpel deeerh etnbahenint en titan acpebap-ameppbale am 18 days 
a ah eee eal 10 days 
I PI WE pon set eigcgs OP ecdocercav melange satin nsareiaa nage mndtaripee 2 weeks 
Prumiall;: Ooni2 2 PL heb irattibettab ders ap cabesdt dtu 9 days 
omer OM. Wiss. oe slet SCO) Bie sl le a) a 13 days 
Wate, DBR .s ns) daiees pa eceneient saint ciph 2-3 weeks 
REED, Pose e~ nein ee i ee 2 weeks 
I Noho en hee ao ines nt legierpemnescracanibineesatetectanetedingn iatemererigne, aes Wee 


I have other evidence to show the slow delivery treatment accorded third- 
class mail and will make it available to you, if you so desire. 

It might be of further interest to you to know that third-class mailers cooper- 
ate fully with their postmasters and try not to bring in their mail at times when 
the post office is busy. Direct-mail users rarely use the facilities of the post 
office at Christmastime when the rush is greatest. 

Unfortunately, the cost figures of the Department do not reflect properly the 
mailer’s handling of third-class mail matter. The cost figures do not take into 
account at all the deferred-service factor. That is why the Department’s esti- 
mate of the deficit on third-class mail matter is so high. 

Since Mr. Stans compares third-class mail to a night telegram, it might be 
interesting to ask him whether the price differential between third- and first- 
class mail should be the same. The price of a straight 50-word telegram to San 
Francisco is $3.45. The same message sent at deferred night rates is but $1.40. 

I do not know how you feel about third-class mail, but I do know that thou- 
sands of people in Detroit depend on this advertising medium for their very 
existence. It is one of the leading direct-mail centers in America. If the volume 
of such mail is ever reduced through punitive third-class-rate hikes you can be 
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sure that many people will lose their jobs. It is a very misunderstood category 
of mail, but I can assure you that hundreds of thousands of small business con- 
cerns throughout America depend on it to sell their goods and: services. While 
General Motors and other larger corporations have the finances to use radio, 
television, newspaper, and magazine advertising these little fellows can only 
resort to third-class mail. 

Both political parties have been bleeding publicly for the small-business man, 
but if you were to ask Mr. Summerfield whether or not the Eisenhower Small 
Business Administration has ever studied the possible impact of rate increases 
on small business concerns throughout America you will get a negative answer. 
The House Post Office Committee is entitled to have the opinion not only of the 
Small Business Administration but the views of the Cabinet Committee on Small 
Business set up by President Eisenhower. 

I want to thank you for having called to the attention of the committee Mr. 
Stans’ misstatement about third-class mail. The new members of the committee 
do not understand some of the complex points of this issue and we are glad indeed 
that an oldtimer like yourself is there to keep the record straight. 

With kindest regards and best wishes. 

Very sincerely, 
Harry J. MacInnis, 
Herecutive Manager. 


Mr. Brumpaven. Mr. Chairman, may I have Mr. Ingels, of my 
office, who has worked on this presentation with me, at the table with 
me ¢ 

The Cratrman. That will be perfectly satisfactory. You may 
have anyone else you desire. 


STATEMENT OF DAVID W. BRUMBAUGH, VICE PRESIDENT; ACCOM- 
PANIED BY EVAN INGELS, ASSISTANT PRODUCTION MANAGER, 
TIME, INC., NEW YORK, N. Y. 


Mr. Brumspaucn. Mr. Chairman and gentlemen of the committee, 
my name is David W. Brumbaugh. Iam a vice president in charge 
of production and distribution of Time, Inc., which publishes Time, 
the weekly news magazine, Life, Fortune, Sports [llustrated, House 
and Home, Architectural Forum, and various foreign editions of Time 
and Life. 

I understand that it is customary to allow witnesses to complete 
their statements without interruption. Because I have here a com- 
plicated subject which deserves continuity of presentation, I would 
appreciate this courtesy to the extent which you deem appropriate. 

The CuarrMan. That, of course, will be extended to you, and you 
may complete your statement in full before you are questioned by any 
member of the committee. 

Mr, Brumpavuen. Thank you, sir. 

The Cuarrman. Does each member have a copy of your statement ? 

Mr. Baumpaueu. I believe so. After I have finished I shall, of 
course, be glad to answer questions which you may care to ask. 

My company has never before sent a representative to appear before 
a House committee on postal matters—nor, until last year, a Senate 
committee. We have been asked many times by our friends in the 
magazine-publishing industry, large and small, to appear before you. 
We have neyer done so because. we believed that the Post. Office De- 
partment and the Congress have always known that it was the pub- 
lishers of lightweight newspapers, pamphlets, and magazines who 
were, or whose readers were, the greatest beneficiaries of truly low 
postal rates. Furthermore, the Congress has historically enacted 
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postal-rate legislation in a manner which has enabled the publishing 
industry, small and large alike, to carry on its business in a reasonable 
manner under a fairly well recognized and consistently applied con- 
gressional ratemaking policy—a policy which is intended to imple- 
ment the dissemination of news, information, and educational mate- 
rial throughout the country. 

I appeared before the Senate Postal Subcommittee last July be- 
cause of the provisions of H. R. 11380, which called for second-class 
rate increases, based on weight of publications, accumulating to 28 
percent on reading matter and 120 percent on advertising matter in a 
period of 5 years—rate provisions entirely out of context with his- 
torical rate adjustments of the past. It also contained a postal poner 
declaration which we believe was inconsistent with the rate bill itself. 
Please do not misunderstand me, we all realize that H. R. 11380 is 
not before you today. But H. R. 5836 contains the same policy dec- 
lation and calls for rate increases accumulating to 60 percent on both 
reading and advertising matter in a period of 4 years. Furthermore, 
it has been publicly reported that the Postmaster General advised 
your committee that he would again support an amendment to in- 
crease the advertising rates by 120 percent. Such an amendment, 
coupled with the 60 percent increase on reading matter, would make 
the rate provisions even more drastic than those contained in 
H. R, 11380. 

We can only conclude that such drastic rate increases and the policy 
adopted by the House of Representatives last year resulted from 
various unrefuted statements made before your committee. These 
statements created an impression that large magazines and large 
volumes of advertising in magazines are primarily responsible for the 
loss in handling second-class mail. It is to factual misstatements and 
the type of ratemaking philosophy resulting therefrom that I address 
myself. 

I would like to make it very clear that I do not appear before you 
to attack or to implicate any second-class user or group of users. 
Rather, I appear here to analyze rationally the second-class rate struc- 
ture in order to clarify the record. We believe in the historical prece- 
dent of the rate structure which has provided extremely low rates 
on reading matter. However, we think that those responsible for 
postal ratemaking should have available to them the figures which 
clearly show the benefits as they relate to various second-class users. 

Finally, we think that they should understand that the revenues 
received from certain types of publications exceed the out-of-pocket 
costs of handling those publications. This is true in the case of Life. 

Our analysis of the second-class postal cost problem and rate prob- 
lem incorporates the results of a 4-year intensive study by members 
of our staff and by distinguished consultants. This analysis points 
out important fallacies in many of the impressions and figures previ- 
ously supplied to the Congress. We give you our findings in the 
spirit that this is what you expect of responsible business organiza- 
tions and in the spirit that from the true facts you will derive sound 
ultimate conclusions. We emphasize the facts, because no one can 


afford to be wrong or outmoded or biased in the formulation of future 
policy. 
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Each of you, of course, knows that as far back as 1879 the Congress 
created second-class matter as a special mail classification. It is 
crystal clear, and no one denies, that the Congress has consistently, 
for the many decades since that date, maintained that second-class 
matter is entitled to receive special rate consideration in order to 
facilitate the dissemination of news, information, and educational 
material. This policy has been and continues to be of vital importance 
to our country. The fact that the people of the United States consti- 
tute the greatest reading public the world has ever known is one of 
the truly distinct bastions of strength which we possess in the war of 
ideologies now being waged by the peoples of this world. This cardi- 
nal principle is so well established that I do not pause to discuss it 
further. 

One of the most important reasons for a declaration of postal policy 
in order to provide a basis for rate legislation is the increasing deficit 
in second-class mail which stems from increased unit costs of running 
the postal establishment. However, the Congress cannot adopt sound 
postal policy or rates without a sound analysis of the true causes of 
the deficit. 

We believe that from the only sound analysis possible will emerge 
the true need for low postal rates for many publications which per- 
form a necessary public service. We believe that the proper analysis 
will show that drastic rate increases based on the present rate struc- 
ture are completely unjustified and that congressional policy should 
recognize this condition as a proper public service. 

We believe the Congress has accepted the philosophy that no user 
or group of users should be forced to provide additional revenues to 
make up for an intended public service related to another user or 
group of users. Proper analysis shows how this basic philosophy 
should be applied to second-class mail. 

Let me highlight for you in a few short sentences the salient factual 
results coming from our analysis. 

Figures given by the Post Office Department to Representative 
Moss before this committee in 1953, stating that Life lost $8,604,000 
a year for the Post Office, were wrong by a very large margin. In 
fact, when corrected and when adjusted by the Post Office formula for 
special rate consideration, based on out-of-pocket cost estimates, the 
figures show that Life actually makes a profit for the Post Office. 

When we apply the Post Office cost formulas to Life, it is clearly 
evident that the Post Office is better off with the advertising carried 
in Life than it would be without advertising. In other words, the 
Post Office makes money on Life advertising at present postal rates. 

When we apply the Post Office cost formulas to other users of 
second-class mail, we are able to show where the deficit really occurs. 
It comes about as a result of the rate structure, which is based almost 
entirely on weight, whereas postal costs are incurred largely by the 
sortation and handling of pieces of mail. The deficit comes in han- 
dling small, light items which pay only a fraction of a cent per piece. 

When we properly analyze the various subgroups of second-class 
mail as segregated by the Post Office, we are able to approximate the 
true public service costs attributable to each subgroup. Of equal 
importance, we are able to show the untenable results of the type 
of rate changes now under consideration by your committee. _ 
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It seems to me that these four findings, if accepted by this com- 
mittee, would affect your consideration of postal policy and of postal 
ratemaking. 


COSTS SHOULD BE SET IN A BROAD FRAME OF REFERENCE 


Before describing the results of our findings, I would like to restate 
briefly to this committee a few considerations which seem to me to be 
most basic and most important in considering postal matters. There 
should be little disagreement about them even though there has been 
some confusion in the past. 

It is commonplace in American business and public life today to 
sell various goods and services having similar costs at widely different 
prices. Identical goods and services are also sold to different classes 
of customers at differing prices. Cost is only one element in setting 
prices. If costs were the only yardstick, for example, electricity 
prices would often be relatively the same for a private home as for 
an industrial user per kilowatt-hour. We know in fact they are 
not. The same holds true in railroad transportation and in countless 
items both of public service and of private industry. Such rates are, 
naturally, arrived at after exhaustive study of many complex con- 
siderations, only one of which is cost. 

When costs are being considered, the different question usually 
arises as to what is the cost in a given case. Thus, accountants con- 
stantly strive to make available accurate and true costs. In cases 
where additional products or services have become a part of an exist- 
ing operation, or are forced to use more costly facilities than they 
would ordinarily use by themselves, or for any other reason, such 
as value of service, value of product, or priority of service, should 
receive special rate consideration, they have devised the concept of 
out-of-pocket cost accounting in order to isolate the specific additional 
costs attributable to the products or services. 

Under his concept, out-of-pocket costs are identified as the expenses 
which would not be incurred if an additional product or service were 
not handled. Such ratemaking bodies as the Interstate Commerce 
Commission have for a long time used this concept. 


THE POST OFFICE DEPARTMENT ACCEPTS THE PRINCIPLE OF OUT-OF-POCKET 
COSTS 


It is interesting to note that the Post Office Department has many 
times used out-of-pocket cost data in securing low-cost transportation 
rates for mail from the I[CC—it recognized the principle when it had 
to do the paying. 

On the other hand, the Post Office, well acquainted with out-of- 
pocket costs in buying services, has not until recently given any weight 
to out-of-pocket costs in connection with making rates for the serv- 
ices which it sells. In the past, only full costs or fully distributed 
costs—which include out-of-pocket plus fixed expenses—have been 
emphasized by postal officials. Unfortunately even now, the amount 
of data available on out-of-pocket costs is extremely limited. 

Consequently, in discussing costs one can only start with the detailed 
figures of the Post Office, which, for lack of a better term, we will call 
straight cost accounting figures, and adjust them in the most reason- 
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able manner possible in talking about out-of-pocket costs. This fact 
should not in the future, as it may have in the past, blind those con- 
cerned with costs and ratemaking to the importance of other figures 
than those produced by straight cost accounting methods. 

The Post Office has in recent years roughly estimated its out-of- 
pocket costs on second-class mail at about $95 million. Mr. Stans, in 
1953, unofficially revised this upward to about $140 million. At about 
the same time, the report of Price, Waterhouse & Co. to the Carlson 
committee placed it at about $107 million. Taking the highest of these 
figures, namely, $140 million, we find it is just under 50 percent of the 
total expense assigned to second-class mail on a straight cost account- 
ing basis. 

While postal representatives still officially object to applying out-of- 
pocket principles to second-class mail, it is pertinent to note that in 
the 1955 Cost Ascertainment Report, for the first time in history, the 
Post Office deducts just exactly 50 percent from total second-class 
costs for the purpose of reflecting factors of “value of priority, value 
of service, and intrinsic value” of the items handled. These are pre- 
cisely the reasons for granting out-of-pocket cost consideration to 
goods and services in industry and transportation. In addition, and 
basic to this consideration, is the congressional policy that second-class 
matter is entitled to special rate consideration in order to facilitate 
the dissemination of news, information, and educational material. 

We think much progress has been made through the acceptance of 
this sound concept. 

May I review very briefly, in visual form, that concept? 

The key to proper consideration of second-class rates is out-of- 
pocket costs. 

BASIC AND CONSISTENT POLICY 


The dissemination of news, information, and educational material 
has produced for the United States of America the greatest reading 
public the world has ever known—an objective of the most vital im- 
portance—well implemented by consistent rate policies. 





POST OFFICE RATEMAKING REASONS 


The Post Office Department says these considerations alone warrant 
rates equal to out-of-pocket costs: Value of priority, value of service, 
and intrinsic value. Letters receive priorty.. Second and third class 
wait their turn. 

Costly facilities are demanded for first-class mail. This is simply 
a visualization of the operations that have to take place in conden 
city facilities, primarily for the use of first-class mail users. 

The key to proper consideration of second-class rates is out-of- 
pocket. costs: Used by private industry and transportation; used by 
the Post Office Department when it buys; and recommended by the 
1955 Cost Ascertainment Report. 

Handling pieces of mail is the dominant Post Office cost factor. 

Now, let us set up a frame of reference for considering second-class 
costs. The cost ascertainment system indicates that, although the 
actual transportation cost per piece of mail varies considerably be- 
tween first-, second- and third-class matter, the transportation cost 
is a comparatively small part of the total cost in each of these cate- 
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gories. Exhibit A attached shows the total costs of first-, second- 
and third-class mail and the breakdown of this between transportation 
costs and handling costs. Also, it shows the cost per piece both for 
transportation and for handling these classes of mail. 

From these figures it is clear that the overwhelming majority of 
Post Office expenditures is for the collection, for the sortation or 
filing, and for the delivery of pieces of mail. Although we know 
that weight is a cost factor and is taken into account in the cost ac- 
counting of the Post. Office, it is likewise clear that the cost of postal 
operations is dependent primarily upon the number of pieces of mail 
handled rather than upon the weight of mail handled. ‘The per-piece 
costs for the handling of first-class mail is stated at about 2.9 cents, 
of second-class mail is stated at about 3.6 cents, and of third-class mail 
is stated at about 2.7 cents. Exhibit A also shows in chart form the 
fact that handling costs vary only slightly between these classes of 
mail, although the weight varies tremendously. This is a remarkably 
consistent pattern which supports an obviously broad generalization. 

We do know, of course, that many of the largest users of second- 
and third-class mail prepare their material in such a way as to sub- 
stantially cut down on the filing and sortation required, which tends 
to offset some of the weight factors involved. 

Again, let me caution you that the above are straight cost accounting 
figures, not out-of-pocket costs. 

First-, second-, and third-class mail based on 1955 cost ascertain- 
ment figures: The handling cost per piece:shown for first-class mail 
is 2.9 cents: for second-class mail, 3.6 cents; for third-class mail, 2.7 
cents, whereas the weight per piece was about a half an ounce for first- 
class mail on the average, and it was over 6 ounces for second-class 
mail on an average, and it was about an ounce for third-class mail. 

In other words, here you have the average second-class piece weigh- 
ing about 12 times as much as first class, but the handling costs are 
in the same general range per piece. 


THE POST OFFICE FORMULA APPLIED TO INDIVIDUAL PUBLICATIONS, AND: 
SPECIFICALLY TO LIFE 


The figures for Life-magazine which -were given to this committee 
in 1953 were as follows: 


Quarterly weight (million pounds) _.__----..___---___---_-__----- 47.5 
is kere vss since eprint imaghbebbin 45.8 
Onerberts mastams at MERGE, FOL iced See etme nam cm eines eines $1, 273, 000 
a dh ais eats Keeble a each ian ibaa adh aati wie 3, 424, 000 
RT TIN ek li an occ ese tae te eas teaois hfoee mkgrhiigse walle eocbeen 2, 151, 000 
mee POU AP ei Oni ae ee 8, 604, 000: 


The loss figure of $8,604,000 was used by radio commentators in 
national broadcasts, appeared in newspaper columns throughout the 
country, and has been placed, unrefuted, many times in the Con- 
gressional Record. As recently as July 6 of last year, it was stated 
before the House of Representatives that Life weld enjoy these spe- 
cial benefits to the extent of approximately $10 million a year. In 
fact, we fear that through repeated usage these figures have become 
generally accepted by those interested in postal matters. 

We think it important to note that former Postmaster General Don- 
aldson, in hearmgs before the Senate Committee of the 81st Congress, 





READJUSTMENT OF POSTAL RATES 241 


stated that it would be impossible to indicate how much the Post Office 
Department loses yearly in handling the mail of a specific publication. 
Further, on March 27, 1956, in hearings before this committee, Con- 
gressman Rhodes indicated that the Post Office had declined for vari- 
ous reasons to again supply such information. But, in spite of this 
evidence that such figures cannot be correctly compiled, it is clear that 
tremendous damage was done to by company by this single release. 

We asked the Post Office Department how the figures were arrived 
at. We were told that these were not actual cost figures derived di- 
rectly from the cost ascertainment system. Rather, they were arrived 
at by the use of a very simple statistical cost formula. This formula 
was not supported by conventional cost methods such as time studies, 
specific operation measurements, et cetera. 

We put our staff to work analyzing these figures. We engaged the 
services of the well-known management engineering firm of Cresap, 
McCormick & Paget to help us get the answer, and we asked the public 
accounting firm of Ernst & Ernst to review in detail the transporta- 
tion costs of Life in the Post Office. 

We, as publishers, are unable to give an expert opinion as to the 
broad correctness of the formula itself. However, it is obvious that, 
in applying a correct formula to a given publication, the correct sta- 
tistics and the correct characteristics of that particular publication 
must be used if a correct result is to be obtained. 

All of the cost breakdowns for the several groups of second-class 
mail shown in schedule 100—A of the cost ascertainment report are 
based on a remarkably simple formula. The Post Office has selected 
four basic factors which they feel influence postal costs to a greater 
or lesser degree. These are pieces, pounds, cubic feet, cubic foot- 
miles, 

Under group judgment, with no other support provided, they have 
decided what percentage of every expense category is influenced by 
each of these factors. For example, salaries for postmasters, assistant 
postmasters, clerks, and city delivery carriers are divided 80 percent 
to pieces and 20 percent to pounds. Railroad service distribution 
space is allocated 20 percent to pieces, 30 percent to pounds, 30 percent 
to eubic feet and 20 percent to cubic foot-miles. Railroad service 
storage space, on the other hand, is allocated 100 percent to cubic foot- 
miles. 

The allocated totals for the expense items are added. Factors are 
then derived by dividing the respective totals by the total pieces, 
pounds, cubic feet, and cubic foot-miles for all of second class. The 
individual factors are then multiplied times the elements of a single 
user or group of users to estimate the expenses caused by that indi- 
vidual or group. 

At the outset, it is obvious that the basic characteristic of the sta- 
tistical approximation system is that it is based on general averages. 
It treats all users as if they were alike. In reality we know that 
second-class users tend to be very different, not only in their size and 
in the way in which their mail is prepared, but also in the manner 
and mode in which they use the mails. It allocates to all users any 
extra expenses caused by one. Also, it gives benefits to all users for 
any savings created by one. As I have said, the formula is not sup- 
ported’ by conventional cost methods such as time studies, specific 
operation measurements, et cetera. 
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We all know that the use of averages is a tricky thing. There 
tend to be large margins of error involved. Simple averages would 
indicate that a midget 4 feet tall and a giant 7 7 foot tall could both 
walk across a river 5 feet deep without drow ning because they aver- 
age 514 feet in height. A large margin of error is involved. Some- 
body could lose his life. 

To bring this down to the subject at hand, the Post Office Depart- 
ment. said that. its costs are 7.5 cents per copy for handling Life 
magazine. 

We found three basic errors in the application of their cost system | 
to Life. | 

The first of these was the assumption that every 28 copies of Life, 
which weight about a pound each, require 1 cubic foot of tr anspor- : 

tation and storage space as they go through the mails. This assump- 
tion was based on the overall average of the second-class group, maga- 
zines and periodicals of general interest. However, it actually takes 
57 copies of Life before a cubic foot is occupied. The effect ‘of this 
error was to charge Life approximately twice its actual transporta- 
tion cost and to equally overstate other expenses caused by the utiliza- 
tion of space. The correct figures reduce the cost to the Post Office 
of handling Life by 1.1 cent per copy. 

Our traffic experts, many of whom have had long experience in the 
postal service, independently calculated the expense to the Depart- 
ment of transporting all of the copies of Life on the railroads. Their 
analysis closely corroborated the adjusted statistical results. 

I have here a report from the public accounting firm of Ernst & 
Ernst who have carefully gone over our study and have verified its 
factual basis and mathematical accuracy. 

The second of these basic errors was the assumption that 41 copies 
of Life out of every 100 entered in the post office are carried on rural 
routes, a relatively expensive part of the mail-delivery system. Only 
8 out of 100 copies of Life do, in fact, receive rural-delivery service. 
The correct figures reduce the cost to the Post Office of handling Life 
by an average of 0.7 cents per copy. 

The third of these basic errors was the failure of the Post Office 
cost approximations to recognize the special way in which Life is 
prepared for the mails and the elimination thereby of many costly 
services which the Post Office performs for most other users of second- 
class mail. 

Contained in exhibit B is a general description of the way in which 
Life magazine avails itself of the United States Postal Service in 
order to reach the homes of millions of Americans. This is a most 
important part of our material, but time permits us only to sum- 
marize the most important ways in which our specialized operations 
benefit the Post Office. 

As developed in detail in exhibit B, Life is not an average user of 
the mails, but rather, it is a user who has the volume, equipment and 
know-how to provide a very specialized preparation and handling of 
its mail which saves the Post Office vast sums of money as compared 
with the material entered by ordinary second-class-mail users. Some 
important items are: 

1. Life mail is delivered by the publisher, at his expense, to indi- 
vidual rail stations and depot platforms, and, in many instances, to 
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the doors of mail storage cars, so that it never even goes through the 
Post Office of entry. 

2. About 95 percent of Life copies are made up in direct city sacks, 
which obviates all necessity for any sortation or handling until the 
arrival of the copies at the destination Post Offices. Even in the case 
of the remaining 5 percent, special preparation on our part is drasti- 
cally reducing distribution or sortation while in transit. 

3: More than 39 percent of all copies are zoned for direct distribu- 
tion to the various carrier delivery units in the 102 largest Post Offices 
of the United States, which eliminates the primary sortation of these 
copies. 

4. 18 percent of all copies are either local entry copies or receive 
direct truck transportation without the need for railroad service. 

Correction of this third basic error reduces the cost to the Post 
Office of handling Life by 1 cent per copy. 

Giving effect to the changes indicated, the comparison of the results 
of our analysis with the approximation system of the Post Office 
Department is as follows: 


[Cents] 





| Post Office | Corrected | 


Depart- | figures | H. R. 11380 
ment | | 
i 
lpia lial aeiepeintgaiaicneyaent aticinia pag —| é [are 
Total costs_.- es 7.5 | 4.6 | 4.f 
Revenues. ai | 2.8 13.1 5.7 
Loss per piece on straight cost accounting basis. - - 4.7 1.5 (1.1) 





1 At current postal rates. 


These figures indicate the it, Life, which is 2.6 percent of all pieces of 
second class, accounts for 3.0 percent of all second-class costs. To put 
this another way, in spite of the much easier than average job of 
handling Life, the use of the Post. Office formula and the corrected 
statistics assign, because of weight, a cost per piece to Life in excess 
of the average of second-class mail. 

The startling conclusion is that the provisions of H. R. 11380, 
which are similar to those before you today, would have required Life 
to pay a profit to the Post Office Department—on a fully allocated 
cost basis. Thus it seems perfectly clear to us that the proposed 
rate increases are in complete contradiction to the policy declaration 
contained in that same bill and reiterated in the current bill, which 
states in part: 

It would be an unfair burden upon users of the mails to compel them to 
underwrite those expenses incurred by the postal establishment which are not 
related to the postal services they receive. 

We attac h, as exhibit C for the recor d, a letter from the management 
engineering firm of Cresap, McCormick & Paget showing the same 
cost figures which I have given you for Life magazine. 

When I presented these findings before the Senate Subcommittee 
on Postal Affairs last summer, I invited the Post Office Department to 
send representatives to review in detail the statements contained in 
my present ation. The Department accepted my invitation and sent 
a 7-man committee including divisional directors from the Bureaus 
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of Operations, Transportation, Finance, Ratemaking and Research 
and Engineering to spend 2 days with us reviewing our figures and 
operations in detail. They followed the operations from receipt of 
subscriber mail to the loading of copies of Life on mail cars, and then 
reviewed our accountants’ working papers. 

I am not in a position to say what their exact conclusions were; 
nevertheless, in a final review with them, I found no indication of any 
basic disagreement with the facts and conclusions which we presented 
to the Senate subcommittee. In addition, I found enthusiastic ap- 
proval of and appreciation for the way in which we prepare our 
mail. 

To summarize our studies on the published figures for Life, we 
find that: 

1. These results should serve to put all on guard that. the statistical 
approximation system, as applied without proper refinement to cost 
ascertainment, is unsound and dangerous. May I now say and em- 
phasize that the Post Office staff has been most cooperative with us at 
all times. We think the staff was asked to produce figures under stress 
and strain and under an unreasonable time schedule from a system 
not designed to.give costs on individual publications. Accordingly, 
we do not intend, and we hope that our statements will not be inter- 
preted as, any criticism of the staff but rather of the system which was 
used. ; 

2. The eae analysis shows that at current rates Life pays 
approximately 65 percent of its allocated costs on a straight cost 
accounting basis, which compares with a figure of about 20 percent 
for all of second class. 

3. Rate provisions in the magnitude of those contained in H. R. 
11380 would require Life to pay a profit to the Post Office Depart- 
ment on a fully allocated cost basis. 


WHAT DOES THE POST OFFICE APPROXIMATION FORMULA SHOW WHEN 
APPLIED TO SOME OF THE SMALL USERS OF SECOND CLASS MAIL? 


Having gone through all this figuring for Life, one might well 
inquire what types of users really cause the large losses the Post 
Office incurs in the handling of second-class mail. We applied the 
Post Office’s statistical approximation method, with similar adjust- 
ments in pounds per cubic foot as made above in Life’s case, to a 
couple of small items entered in the United Mails mails. Exhibit D 
shows the figures for a small 4-page educational pamphlet sent as 
second-class matter, 156,000 pieces a year at the one-eighth-cent mini- 
mum piece rate. The postage bill is $195, and the cost by the formula 
to handle and transport is $4,308, or 2.8 cents a piece, of which the 
transportation is, of course, a very small proportion indeed. Postage 
paid was about 5 percent of allocated costs. Exhibit E shows an ap- 
proximation of the figures for a small magazine weighing about an 
ounce and a half per copy, now defunct, previously entered as second- 
class matter and carrying a small amount of advertising. It sent about 
36 million copies through the mail annually, paid roughly $73,000 
in postage, and the indicated cost to handle and transport was $1,- 
060,000. It paid about one-fifth-cent a piece, and the cost was about 
2.9 cents a piece. Postage paid was about 7 percent of allocated 
costs. 
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THE POST OFFICE MAKES MONEY BY HANDLING LIFE MAGAZINE 


The CHarrMan. You are really serious about that now, are you? 

Mr. Brumpauau. Yes, sir; I certainly am, sir. 

The Cuarmman. All mght. 

Mr. Brumsaucu. Now let us turn briefly to the out-of-pocket costs 
on second-class mail and on Life. 

We have already shown that the Post Office Department has esti- 
mated out-of-pocket costs at just under one-half of fully allocated 
costs for second-class mail. We have also shown that the Post Office 
Deartment has, although disagreeing with the application of out-of- 
pocket costs by that name, suggested that value of priority, value of 
service, and intrinsic value of the items handled entitle second-class 
mail to rates based on 50 percent of fully allocated costs. Applying 
the out-of-pocket estimate to the 4.6 cents of expenses assigned to 
Life, we get a cost figure of 2.3 cents per piece, and, since Life pays 
postage of 3.1 cents per piece, we get an actual profit per piece to the 

ost Office of approximately 0.8 cents on Life. To put it another 
way, this would indicate that the Post Office Department is 0.8 cents 
per piece better off with Life than it would be without Life. 

Contrast this with the situation of the periodical and the small 
magazine described above whose indicated out-of-pocket costs are 
a little over 114 cents a piece, whereas one pays one-eighth-cent and 
the other one-fifth-cent a piece postage. 


THE ADVERTISING MATTER IN LIFE PAYS THE POST OFFICE A PROFIT 


Many people have criticized the reported fact that all advertising 
is carried in magazines and newspapers at a loss to the Post Office. 
Perhaps they do not realize that advertising going to the fourth 
postal zone, the average zone of second-class matter, pays a rate twice 
that of editorial matter. Indeed, H. R. 11380 called for a payment in 
this zone of almost three and a half times editorial charges. What 
are the facts? What about the advertising matter in Life? Does it 
pay its way in the Post Office or is it carried at a loss? 

The answer is clear and simple on the basis of the adjusted cost 
figures arrived at above. Exhibit F shows the computations on a 
straight cost accounting basis. That schedule shows that the per piece 
costs are increased 1.5 cents when advertising material is added to 
the editorial material, and. the per piece postage.income is increased 
2.1 cents. Thus a profit of 0.6 cents per piece to the Post Office on 
advertising material in Life results. On an out-of-pocket basis, of 
course, this profit would be even greater than that indicated above. 

This is a small paragraph among many pages of this statement. 
I hope you will consider fully its tremendous implications in view 


of the staggering increases in postage rates on advertising matter 


which were advocated in H. R. 11380, a bill which contained a policy 


declaration identical to the one-now before you. 


May I summarize visually some of these points that I have been 
making ? 

Piece handling creates postal costs. This is simply a visualization 
of the tremendous number of operations which take place in the Post 
Office Department and which consist in large measure of the filing, 
and sortation, and handling of individual pieces of mail. Transporta- 
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tion for first-, second-, and third-class mail amounts to only 9 percent 
of total costs. 

Post Office figures show handling costs are vast bulk of total costs. 
In the case of first-class mail the handling cost is 2.92 cents out of a 
total of 3.13 cents. In the second-class mail the handling cost is 
3.55 cents out of a total of 4.45 cents. For the third-class matter, 
handling cost is 2.7 cents out of a total of 2.91 cents. Weight is a 
comparatively small factor in cost. 

Averages should not be used. In second-class matter, magazines 
of general interest, the average weight was 28 pounds per cubic foot. 
In the case of Life the weight. was 57 pounds per cubic foot. 

Life was charged for services not rendered. Life was charged for 
delivering 41 copies out of every 100 copies on rural routes; but only 

8 copies go on rural routes. 

Other second-class mail receives radically more handling than Life 
per piece. Second-class mail often goes into the post office of entry, 
where it must be sorted before it is put on the outbound transportation. 
In the case of Life, 95 out of every 100 copies do not even go through 
the post office of entry. Only 5 out of every 100 nonloc al copies of 
Life actually go through the post office of entry. 

Forty out of every one hundred copies of Life are zoned to avoid 
excessive handling, so that when the copies of Life get to the zone city 
for delivery they do not have to go through the central post office and 
be sorted individually before deliver y to the delivery units. They can 
be delivered there directly in sacks and not receive sortation. 

Only 5 out of every 100 nonlocal copies of Life require piece han- 
dling in transit. 

Forty out of every one hundred nonlocal copies of Life go most of 
their route in carload lots, thus incurring the least costly form of 
transportation. 

The Post Office says Life loses 4.7 cents a copy. This should be 
adjusted. We estimate on a straight cost accounting basis Life loses 
only 1.7 cents. This should be reexamined. We estimate on an out- 
of-pocket basis that the Post Office makes 0.8 cent per copy of Life 
and that it makes on a straight cost accounting basis 0.6 cent on a 
copy of Life on the adver tising ‘portion. 

Costs arise from handling pieces, but heavier magazines pay most. 
We have a total cost of 4.7 cents for Life; out-of- pocket costs of 2.3 
cents, and postage over 5 cents. In the case of the small pamphlet 
described, the out-of-pocket costs were 1.3 cents each, and the postage 
paid was 0.1 cent. In the case of the small magazine the out- of-pocket 
cost was indicated at 1.4 cents a piece and the postage paid at 0.2 cent. 


ADVERTISING IN MAGAZINES DOES NOT NOW INCUR A BIG LOSS FOR THE 
POST OFFICE 


I have talked with some of the other publishers whose publications 
appeared on the list furnished Representative Moss of five magazines 
and newspapers occasioning a large loss to the Post Office. It appears 
that many of the factors which I have described above for Life come 
into play to a greater or lesser degree in many of their cases. What 
does the Post Office cost formula say about the overall result of carry- 
ing advertising in magazines and periodicals of general interest, the 
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classification into which most large magazines fall? Further, how 
would the provisions of H. R. 11380 have altered the results? 

This is based on 1955. The Post Office cost formula shows that. if 
this group, magazines and periodicals of general interest, goes through 
the mails without any advertising matter the expense per piece would 
be 4.3 cents on the average, a that the current postage per piece 
would be 0.8 cent, and the loss would be 3.5 cents per piece. When 
the present volume of advertising matter for this group is added, the 
expense is 5.9 cents a piece, and the current postage is 2 cents, and the 
loss is increased to 3.9 cents, or by only 0.4 cent per piece. 

H. R. 11380 would have increased the advertising postage by 120 
percent or 1.4 cents additional per piece on the average. The result 
would have been a tax of 1 cent a piece on the advertising matter. 


LET US REASON FROM THE SPECIFIC EXAMPLES TO THE GENEAL PROBLEM 
OF SECOND-CLASS COSTS AND REVENUE 


The Post Office Department has recommended that second-class 
matter receive rate consideration to the extent that it pay no more 
than 50 percent of fully allocated costs—which is estimated by it to 
be the same as out-of-pocket costs. 

Actually, out-of-pocket costs, which may have seemed a boring 
subject to most of you who are not accountants, is, as I have men- 
tioned, the simple bay to the proper analysis of second-class rates 
and to a proper understanding of the public service aspects of second- 
class matter. 

Unfortunately, there has been a great deal of confusion over the 
years regarding the elements of welfare and service contained in 
overall postal expenditures. 

This lack of understanding has been egendered because no yard- 
stick for measurement have ever been universally accepted. Part of 
the problem has been that public welfare and service costs relate not 
only to expenditures, but also to rate structures, since many postal 
rates have been set far below even out-of-pocket costs for public wel- 
fare purposes. 

In this connection, Dr. Jules Backman, an eminent rate and pricing 
authority, who spent considerable time studying postal rates, believes 
the following: 

Congress should designate the mail matter which is to be given preferential 
rates because of public welfare. To the extent that such rates fail to recover 
the out-of-pocket costs incurred by the Post Office, the difference should be 
deemed to be a subsidy and should be so labeled. 

The Post Office Department testimony before the Senate sub- 
committee last July stated that the public service aspect of second- 
class matter is only $2,839,000 a year, or slightly less than 1 percent of 
total second-class expenditures. How can this possibly be so? 

Your committee has clearly had a radically different concept than 
the Department has of the public service involved in second-class 
matter. Otherwise, the rates could not possibly be what they are 
today. It is vital that a better concept be placed before you which 
I now undertake to do very simply and quickly with some visual aids. 

I have here some statistics taken from the Cost Ascertainment 
Report of 1955, the latest available year, for the 9 subclasses of 
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second-class matter. If you are to pass rate legislation I think you 
would want to see how that rate legislation would apply to these 
clifferent classifications. 

The first classification is publications exempt from zone rates, and 
these figures where costs are used are based on out-of-pocket costes 
taken as 50 percent of allocated costs. 

The Cuatrman. What are some of the publications you refer to as 
being exempt from zone rates? 

Mr. Brumeaven. You mean falling in this particular subclassi- 
fication ? 

The CuHamrMan. Just what publications are you referring to there? 
Are you referring to nonprofit rates? Charitable magazines? Give 
us a breakdown on the publications you are referring to there. 

Mr. Brumpavucu. These are the publications exempted from zone 
rates, which include newspapers or periodicals maintained by and in 
the interest of religious, educational, scientific, philanthropic, agri- 
culture, labor, veterans, or fraternal organizations. 

The CrHarrman. Nonprofit organizations. 

Mr. Broumpauen. Associations not organized for profit. This par- 
ticular classification, Mr. Chairman, pays 114 cents on advertising 
and editorial matter. 

In 1955 we carried 1,375 million pieces of mail, and the weight per 
piece—and this is an important considerati averaged 3 ounces. 
The out-of-pocket cost per piece was indicated to be 1.8 cents each, 
and the revenue per piece was 0.3 cent each. The public service cost 
per piece was therefore the difference between the two, or the 1.5 cents 
per piece, which is $20 million a year. These publications did not 
receive rate increases in the postal rate legislation of 1951. The Post 
Office Department did not recommende any increases during the past 
4 years, does not now recommend any, and H. R. 11380 did not include 
any. 

The Cuamman. Are you recommending increases for them? 

Mr. Brumpauen. No, sir. The Post Office testimony stated that 
there is only $1.9 million of subservice cost involved in this group, as 
opposed to the out-of-pocket costs or loss of $20 million. If anyone 
insists on a balanced postal budget he is recommending that other 
mail users pay for the public service cost involved in this classification. 

I would like to make sure that I am making myself clear on this, 
Mr. Chairman. I am saying that in this group, which amounts to 
1,375 million pieces, it appears that on the whole there are compara- 
tively lightweight publications. They have special rates, and on an 
out-of-pocket cost basis they lose $20 million for the Government per 
year. I want to make it perfectly clear that I am not attacking the 
special rates received by this group of publications, but I am saying 
that it appears to me that this figure rather than the one supported 
by the Post Office is indeed the minimum public service cost involved 
in carry ing this classification, and when the Post Office says that the 
public service cost is only $1.9 million, they are in effect by leaving the 
rest of this money in the Post Office budget recommending that other 
mail users pay for this item. That is my point, sir. That is classifi- 

cation 1. 

Next is publications with 5 percent or less of advertising, and in 
this classification we have 327 million pieces and the weight per piece 
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is 3.4 ounces on the average. The out-of-pocket cost is 2 cents, the 
revenue is a half cent, the public service cost per piece is 114 cents, 
and the public service cost per year is $5 million. 

Mr. Warnwricut. Mr. Chairman. 

The Cuarrman. Mr. Wainwright. 

Mr. Warnwricut. Once again, would you give examples of this? 

Mr. Brumpaveu. I think the point here is that these are publica- 
tions which, because by regulation they have only up to 5 percent ad- 
vertising in them are carried at regular editorial rates in their entirety. 

Mr. Warxwricnr. Are there any prominent ones that occur to you, 
such as in the preceding category ? 

Mr. Brumpavuen. No, sir. I do not know in detail any specific pub- 
lications nor do I think I would like to mention them by name, if I 
could help it. 

Again the Post Office recommended in 1956 a 30 percent rate in- 
crease for this group, and H. R. 11380 provided for a 28 percent in- 
crease. These increases would have reduced the public service cost 
by only $500,000. The Post Office testimony says there is no public- 
service cost in this group to the indicated cost of $5 million. 

If anyone insists on a balanced postal budget he is recommendin 
that other mail users pay for the particular subservice cost involve 
in this classification. 

Next is exempt classroom publications. Number of pieces, 38.5 mil- 
lion; weight per piece, 8.9 ounces; out-of-pocket cost per piece, 2.9 
cents ; revenue per piece, 1 cent ; public-service cost per piece, 1.9 cents ; 
and public-service cost per year, $700,000. 

The Post Office did not recommend nor did H. R. 11380 provide for 
any rate increases for this group. The Post Office testimony says 
there is only $104,000 of public-service cost in this group as opposed 
to the indicated cost of $700,000. 

Mr. CreperBere. Could I ask something right there, Mr. Chairman ? 

The CHatrman. Yes. 

Mr. Cepversere. When the Post Office is discussing their figures they 
are discussing their difference in rates because they are exempt from 
what they would pay if they were not exempt. 

Mr. Brumpaven. That is right. 

Mr. CreprerserG. Therefore, the figure that you are showing there is 
the total cost that they would receive if they were not exempt; is that 
not correct ? 

Mr. Brumpaven. Sir, this represents in my opinion the lowest cost 
figure that anyone could assign to this classification. We have taken 
the Post Office figures for second class and their figures indicate that 
the out-of-pocket cost is about half of the fully allocated cost. On that 
basis there is an out-of-pocket cost per piece on this mail of 2.9 cents 
and they pay 1 cent, and it seems to us that the remaining 1.9 cents a 
piece, which adds up to $700,000, is the minimum out-of-pocket cost 
to the Government for handling this classification of mail. 

Mr. CreperBerG. However, the out-of-pocket cost per piece would be 
the same whether it were exempt or not exempt. 

Mr. Brumpaucu. That is correct. 

Mr. Crperserc. However, the revenue per piece if they were not 
exempt would be more than 1 cent. 

Mr. Brumpavuen. That is correct, sir. 
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Mr. CeprerserG. Therefore, the Post Office figures are the difference 
between the 1 cent which they pay and what they would pay if they 
were not exempt. 

Mr. Brumpaven. That is right. 

Mr. Cepersere. In effect you are just using a differenct type of 
figure than the Post Office is using. 

Mr. Brumpaveu. I am saying, sir, that it seems to me that the out- 
of-pocket cost of this classification really means money out of the Gov- 
ernment’s pocket for carrying this mail. That is the definition of out- 
of-pocket costs, and it seems to me that that loss compared with the 
revenue is a public service, since no one proposes, and that includes 
myself, sir, rate increases on this classification, so there is a loss which, 
it seems to me, should be accepted as a charge on the Government, if it 
is a public policy to cover this material at that loss, or at least that it 
not be assessed against other users of the mail. 

I am not objecting to the special rate. 

Mr. Crepverserc. The only thing that I wanted to establish is how 
the Post Office arrived at their figures and you arrived at yours. They 
arrived at their figures by taking the difference between what they pay 
now and what they would not pay if they were not exempt, and as a 
result, they get a different figure than you get with your $700,000. 

Mr. Brumpauen. The overall result of their not facing this sort of 
a figure as a public-service cost is to leave most of this money there in 
the second-class charges, which presumably if one insists on a bal- 
anced postal budget would have to be made up by other users. 

Mr. CeperserG. You could apply that to magazines that are not 
exempt as well. 

Mr. Brumpaven. Yes, sir. I agree with you entirely. 

Here is free in county: The number of pieces, 386,900,000; weight 

per piece, 3.1 ounces; out-of-pocket cost per piece, 1.7 cents; revenue 
per piece, zero; public service cost per piece, 1.7 cents, or $6,600,000 a 
year. 
* The Post Office did not recommend nor did H. R. 11380 provide 
for any increases for this group. The Post Office testimony says 
there is only $839,000 of public-service cost in this group as opposed to 
the indicated cost of $6,600,000, exactly the same basis that you indi- 
cated, Mr. Cederberg. 

If anyone insists on a balanced postal budget, he is recommending 
that other mail users pay for the public-service cost involved. 

Daily newspapers: 1,635 million pieces; weight per piece, 6.1 ounces 
on the average; out-of-pocket cost per piece, 2.3 cents; revenue per 
piece, 0.9 cents; public service cost per piece, 1.4 cents, or $22,900,000. 

The Post Office recommended in 1956 a 30 percent rate increase for 
thisgroup. H. R. 11380 raised the rates 28 percent on reading matter, 
and 120 percent on advertising matter. Although H. R. 11380 ex- 
empted all newspapers with a circulation of 5,000 or under, the vast 
majority of this group would have had to pay an 85 percent increase 
or about $11,100,000 additional revenue. 

If anyone insists on a balanced postal budget, he is recommending 
that other mail users pay for the remaining public service cost 
involved. 

Mr. Creretia. Mr. Chairman. 

The CHatrman. Mr. Cretella. 
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Mr. Crerenia. Mr. Brumbaugh, I know you did not want to be 
interrupted, but I cannot resist the opportunity of asking this question 
at this point: 

Suppose that the newspapers now took the same tactic you were tak- 
ing, that this amount should not be included on the basis of — part 
of a public service. Suppose they took the same tactic and said that 
magazines which they are paying for and which is in part being sub- 
sidized, if that is the proper word, should not be included in the rates 
insofar as newspaper were concerned. What do you think the answer 
would be then ? 

Mr. Brumpavuen. Sir, it seems to me that when Congress sets these 
postal rates and when those rates result in a deficit, and I take it a 
planned deficit in many of these classifications, at any rate, that they 
should accept and face up to the fact that they are creating that sort 
of a deficit situation. Otherwise, I do not know why they would set 
the rates that way. 

As a matter of fact, sir, as the next 2 or 3 charts will indicate, this 
situation is quite reversed in the magazine classification, magazines 
of general interest, under the rate bill adopted this year. 

Mr. Crererza. I do not think you have answered my question yet. 
If I follow you correctly, it is your theory now, as far as daily news- 
papers are concerned, that your records and your calculations would 
show that it is costing $22,900,000 as a public service and, therefore, the 
$22,900,000 should not be included in the calculations in determining 
the deficit of the Post Office Department that we are now asking the 
users of the mail to pay. Am I correct that far? 

Mr. BrumsavueH. That is correct, sir, although it would be adjusted 
by any rate changes. 

Mr. Crereiia. Taking that a step further, my question again is: 
Suppose the newspapers now take the same position that you do and 
they say that the cost of public service in the delivery of magazines 
should not be included in the rate structure and should not be included 
as a cost in the operation of the Post Office Department, then if 
you break down all of these other activities, the free-in-county and 
everything else that you have gone through, apparently there would 
be no basis for any charge for postal users at all, would there? 

Mr. Brumpaven. It seems to me that you have to face up to the 
problem in these various classifications. 

Mr. Creretia. I think you do, too. 

Mr. Brumpaven. And either balance these classifications roughly, 
or decide that there are valid reasons for not doing so, and I have 
indicated that I believe there are valid reasons for not balancing these 
various subclassifications, but I advocate looking at the results and 
saying that they are a public service. Otherwise, I do not know why 
these rates would obtain. 

Mr, Creretia. Then in the final analysis your conclusion would be 
that any magazine that has any element of a public service in it at all— 
and there may be some areas of disagreement there—should be elimi- 
nated from the so-called deficit of the Post Office Department ? 

Mr. Brumsaven. I think that, where you grant special rates which 
have a known effect of resulting in a loss, those losses should be 
regarded as a public service, 

Mr. Creteiia. That is not my question. My question is that on the 
basis of what you have testified to, anything that has any element of 

89778 O—57—_17 











252 READJUSTMENT OF POSTAL RATES 


a public service in it should be eliminated from the deficit of the Post 
Office Department in creating a rate structure for mail delivery. 

Mr. Brumpaven. I am not clear where we are apart, sir. -It seems 
to me that, where you have a particular service and where you do not 
recover your out-of-pocket costs and where you deliberately legislate 
rates so that you will not recover your out-of-pocket costs, you ‘would 
base that as a public service. 

Mr. Crereria. If you base it as a public service, therefore, it should 
be removed as an item of a deficit of the Post Office Department ? 

Mr. Brumpaven. I do not care whether you leave it in the Post 
Office figures or take it out; it seems to me that it is an item which 
should not be charged against other users. 

Mr. Creretta., Thank you. 

Mr. Brumpaven. Newspapers other than dailies: Number of pieces, 
675 million; the average weight, 2.8 ounces; the out-of-pocket cost, 
1.7 cents ; the revenue, 0.4 cents per piece ; public service cost per piece, 
1.3. cents; and public service cost per year, $9 million. 

The full provisions of H. R. 11380 would apply to this classification, 
except that H. R. 11380 would have eliminated all newspapers with a 
circulation of 5,000 or under, which, aceording to the Post Office, would 
have eliminated rate increases for over 90 percent of these newspapers. 

The effective increase on those newspapers not exempted would have 
been 85 percent. The Post Office Department estimates that only 
$750,000 additional revenue would have been raised. 

If anyone insists on a balanced postal budget, again it seems to us he 
should face these figures. 

Agriculture, business, and professional publications: Here again 
we have roughly the same picture and I will not bore you with going 
over the particular figures, which are quite similar to the others. 

Religious, educa tional, and welfare publications: We have substan- 
tially the same pattern. 

Now we have magazines and periodicals of general interest, into 
which classification Life magazine falls. Number of pieces totals 
1,445 million. The weight per piece on an average in this classifi- 
cation is 12.4 ounces, much heavier than the mail in these other classi- 
fications on the average. Out-of-pocket cost per piece is 3 cents. The 
revenue per piece is 2 cents, on the average. The public service cost 
per piece at present rates, I think, is 1 cent, or $14.5 million. 

The full provisions of H. R. 11380 would apply to this classification. 
Our computations, which we have gone over with the Post Office 
Department, indicate that this would ‘have amounted to an 85 percent 
rate increase for this group. 

On that basis, the increased revenue would have been 1.7 cents a 
piece or $24.6 million. Thus H. R. 11380 would have caused this group 
to pay a profit of $10 million over out-of-pocket costs. Since there are 
many millions of copies of very lightweight magazines and periodicals 
included which would still only pay a fraction of their out-of- pocket 
costs even with the’85 percent increase based on weight, it is clear that 
our analysis is basically correct, and that the larger magazines would 
have been required to pay the Post Office a tremendous profit. 

This is a summary of the second-class groups receiving special rate 
consideration, and you will see that on an average their weight was 
3.2 ounces a piece, and their public service costs at present rates were 
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$32.3 million, and that H. R. 11380 would have brought that percentage 
up from 17 to 18 pecans only and have left in these classifications 
substantially all of the public-service cost which presently is there- 

The second-class groups paying standard editorial and zoned adver- 
tising rates: These various classifications, which would have paid 
more postage and which weigh more than this other group on the 
average, 3.2 ounces, and which would now pay 37 percent of their 
out-of-pocket costs on the average, would have been raised to a position 
where they would have paid 64 percent of their out-of-pocket costs, 
and it seems to me would have left a calculated $23.2 million of public 
service cost in those classifications. On the other hand, and in contrast, 
magazines and periodicals of general interest, which are heavier on 
the average and which now pay 66 percent of their out-of-pocket 
costs, would have been required to pay in total 120 percent of their 
out-of-pocket costs, or a $10 million profit. 

The important contribution of this chart is to show the effect of 
second-class revenues when rate increases are based entirely on weight. 
The heavier the average weight, the greater the percentage of out-of- 
pocket costs covered. Even the drastic provisions of H. R. 11380 
would not have greatly altered the public-service costs involved except 
for magazines and periodicals of general interest, which would have 
been required to pay a profit. 

Gentlemen of the committee, lest you think that this result in the 
classification of newspapers and magazines and periodicals of general 
interest resulted from the fact that they carry more advertising pro- 
portionately than other publications or than the average of second- 
class material, I would like to demonstrate that that is not so. Aceord- 
ing to the post office figures, 71 percent of the contents of newspapers 
under 5,000 circulation is advertising and 56 percent of all newspapers 
is advertising and, in the case of magazines under 5,000 circulation, 
49 percent is advertising and, in the case of all magazines, 49 percent 
is advertising. 

In the case of all second-class mail, the ratio was approximately the 
same as it is for magazines. 

Mr. Lesrnski. Mr. Chairman. 

The Cuairman. Mr. Lesinski. 

Mr. Lestnsk1. All of them are average figures, are they not? 

Mr. Brumpavuen. Average figures; yes, sir. I suppose you would 
say total figures. It sort of adds them all up. 

Mr. Lesrnskr. A lot of magazines have as high as 75 percent 
advertising ¢ 

Mr. Brumpavuen. Yes, sir. 

Mr. Lestnsxt. That is all. 

Mr. Brumpaveu. The post office figures show a total out-of-pocket 
cost in fiscal 1955 of approximately $147 million for the second-class 
groups referred to, a revenue of $59 million and, therefore, an identi- 
fiable public service element equal to approximately $88 million at 
present rates. We do not concern ourselves here with public service 
elements present in other classes of mail matter. 

The Congress, of course, may redefine what public service costs it 
thinks proper to incur for second-class matter and will properly do 
so as it considers problems of increasing costs in the post office and 
proper rates for items entered in the second-class mails. We feel 
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that the above is the realistic and proper way to measure public service 
costs. 
THE SECOND-CLASS RATE PROBLEM 


The first-class rate structure works out in effect to provide a sense- 
making piece rate—a rate designed to bear a direct relationship to 
the element. which underlies costs; namely, the sortation and handl- 
ing of pieces of mail. 

he third-class rate structure, likewise, is primarily based on a piece 
rate. Congress can easily vary this from time to time dependin 
upon what discount it desires to give to third-class mail, but wit 
assurance that the basic structure of piece rates is well attuned to the 
piece element which underlies costs. 

Yet, postal rates for second class are based almost entirely on weight 
and, in the case of advertising matter, weight plus distance of trans- 
mission. The minimum rate per piece is only one-eighth cent, and 
the bill before you asks for only a token increase to one-fourth cent. 
But, we know that post office second-class costs are occasioned pre- 
dominantly by the collection, the sortation, and the delivery of pieces 
of mail. Weight of mail is a subordinate factor in influencing costs, 
It is clear that the rate structure for second-class mail has never been 
designed to produce revenue in any way comparable to total allocated 
costs or even to the out-of-pocket costs of the various types of second- 
class mail. As far back as 1946 the famous Heiss report recognized 
this principle in the following words: 

Until the individually addressed piece, which is a major factor in postal costs, 
is definitely recognized in second-class rates, there is no hope for any improve- 
ment in revenue approximating a substantial portion of the cost of the service 
rendered. The answer as regards this type of mail, as for all other second-class 
matter, lies in combined “piece” and “pound” rates proportioned fairly to the 
expense incurred by the postal service. Their establishment would lay the 


groundwork for correction of the highly unsatisfactory conditions now existing 
in this type of mail matter. 


May I demonstrate this matter? I have here a first-class letter 
which weighs 1 ounce and which I can send through the mail at the 
present time for a price of 3 cents. I have here 5 individually 
addressed pieces of first-class mail which together add up to a weight 
of lounce. Can I send them through the mail for 3 cents? Certainly 
not. I must pay 3 cents for each piece and therefore we have here a 
sense-making piece rate which is attuned to what occasions the cost, 
which is the inniiliig of the pieces of mail. 

I have here a piece of third-class mail which weighs 134 ounces and 
which I can send through the mail for 114 cents. 

The CuHatrman. Does your organization use third-class mail 
extensively ¢ 

Mr. Brumpavuen, Yes, sir; we do. 

I have here 5 pieces of third-class mail which together add up to 
134 ounces, just as this does. Can I send them through the mail for 
14% cents? No, indeed. I must pay 144 cents for handling each one 
of them, which is in accordance with what causes the costs. 

I have here a copy of Life magazine. It weighs substantially 1 
pound. It we through the mails for substantially 3 cents, which I 
sincerely believe more than covers the out-of-pocket cost of handling 
that magazine. If I were to decide to send through the mails 5 small 
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copies of Life, 1 each day through the week, except Saturday and 
Sunday, and those 5 small copies also weighed exactly 1 pound as 
this magazine does, I could send them through the mail, not for 1, 
or 2, or 3 cents a piece, but I would pay only — the same 3 cents 
for those 5 separate handlings which I now pay for the 1 big magazine. 

That, gentlemen, it seems to me, is the heart of the rate problem 
in second-class mail if anyone desires to make the classification pay 
its way. 

When adjustments in second-class rates are reasonable, the fact 
that rates have not been designed to relate directly or even propor- 
tionately to cost can be lived with by the industry. But when changes 
of the magnitude of those proposed in H. R. 11380 and in H. R. 5836 
occur, the results, we believe, are both highly discriminatory and 
highly injurious to the publishing industry. Such a result occurs 
because incorrect information or analysis is unintentionally made 
available to the appropriate committee. 

To what ends might such ratemaking logically lead us? Some have 
asked that second-class mail pay its fully allocated costs. The attain- 
ment of such an end seems fantastic to those who have considered the 
facts of the situation. Others ask that all second-class mail pay its 
out-of-pocket costs. How could this be accomplished? Who would 
recommend that minimum piece rates be raised to, or close to, the 114 
cent per s necessary to cover out-of-pocket costs on small publica- 
tions? Certainly my company would not advocate such a drastic 
step, which would indeed be disastrous to the policy under which the 
smaller elements of the publishing industry have been operating in 
the public interest. 

Another and diametrically opposed way in which it theoretically 
would be accomplished, would be to increase the rates on editorial and 
advertising matter to double those advocated in H. R. 11380. 

The CHarrman. H. R: 11380 is not before the House. That was 
the bill considered last year, approved by this committee and passed 
by the House, but it did not receive any action by the other body. Why 
do you keep referring to H. R. 11380? 

Mr. Brumpaucu. As I said in the first part of my statement, sir, 
it seems to me that the present bill goes in exactly the same direction 
as H. R. 11380 and it has been reported in the press that. the Post- 
master General said he would go along with that same sort of rate- 
making. 

The Cuatrman. The bills H. R. 5836 and H. R. 5839 which we are 
considering do not have the same provisions about second-class mail 
that H. R. 11380 had last year. 

Mr. Brumpavecn. They raise these rates 60 percent based on 
weight, sir. 

_The Cuarmman. That is the present bill the committee is con- 
sidering. 

Mr. Brumpaven. And we believe that those rates are going in 
the same direction because they are based on the weight and _be- 
cause weight is not the factor that actually causes the costs in the 
second-class classification. 

This would mean that Life, for example, would have to pay a rate 
more than 314 times its out-of-pocket costs to the Post Office Depart- 
ment—or 134 times its fully allocated costs. This is entirely contrary 
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to the philosophy that no user should be required to provide a profit 
in order to pay for the intended public service benefit of another 
user. 

CONCLUSIONS 


We believe that in summarizing the evidence which we have at- 
tempted to present, the following points are relevant to the policy 
and rate decisions for which your committee is responsible. 

1. Low postal rates are essential for many publications which 
perform a public service by disseminating news, information, and 
educational material. 

The Cuatrman. Are you including Life in this group? 

Mr. Brumpaver. Yes, sir. 

The Nation’s welfare would be seriously affected by the absence of 
these media. Their support, in the form of low postal rates involving 
considerable amounts of public service costs, should be accepted as 
a matter of national policy. 

That particular sentence we do not think applies to Life because we 
indicated that we think it makes a profit on an out-of-pocket basis 
for the Post Office. 

2. When considerations of cost are relevant—as in the case of many 
commercial publications—out-of-pocket costs should be the basis of 
ratemaking. 

Ability to pay should not be applied to the degree that one pub- 
lication should pay more than its proper share, i. e., one publication 
should not be expected to subsidize a less fortunate publication. 

4. The importance given to weight and distance in ratemaking has 
been extended to its maximum logical economic limit. 

Advertising matter should not be subjected to punitive rate 
increases. 

Thank you for allowing me to appear before your committee today. 
I believe that my presentation has been based on a fair and reasonable 
analvsis of the facts. It is my sincere hope that these facts may help 
you in developing a postal policy declaration and a proper rate struc- 
ture therefrom as it relates to second-class mail. 

I would like, sir, to have these charts and exhibits made a part of 
the record. 

The Cuatrman. All right, sir. 

(The charts and exhibits referred to follow :) 


GENERAL DESCRIPTION OF THE WAY IN WuHIcH LIFE Is PREPARED FOR AND IS 
HANDLED IN THE UNITED STATES MAILS 


Before Life is entered into the mails, the publisher performs and assumes the 
cost of certain operations which materially reduce postal service cost: 


1. Packing 
Copies are bundled, sacked, and addressed to destination cities wherever the 
quantity justifies, and, factually, this prevails for 95 percent of the entire cir- 


culation. The maximum weight of any sack is 70 pounds, containing 2 uni- 
form flat-wrapped bundles. 
2. Makeup 

As indicated, 95 percent of all copies are made up in direct city sacks. This 
eliminates the necessity for opening sacks to handle or sort individual copies 
until their arrival as integrated units at the destination post offices. Only 5 
percent of the nonlocal Life copies require distribution or sortation at point 
of entry while in transit or at any intermediate point between the publisher's 
hands and the office of final destination. 
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8. Zoning 


Over 39 percent of all Life mail has been separated by the publisher to the 
individual carrier units of the 102 large post offices which have multiple-deliv- 
ery stations, i. e., wherever there are city zones in use by the post office. This re- 
duces the sortation of more than 39 percent of Life mail to a single operation 
before it reaches the hands of the letter carrier in all post offices having multiple 
earrier delivery units. There is no doubt that this system has saved the postal 
service millions of dollars since its inception in 1951. This operation is per- 
formed at considerable expense to the publisher since it involves the mainte- 
nance of complicated city files in multiple carrier delivery units rather than a 
single alphabetical list of each of the 102 cities, plus additional manual labor in 
the zone makeup of mails. This is very different from the majority of second- 
class matter. 


4. Predetermined routing of sacks 


The label on every direct city sack of mail bears a symbol or a combination 
of symbols which indicate not only the depot platform, mail car, or specific train 
leaving the office of origin, but also the breakup and redispatch from gateways 
at transfer points whenever a transfer of mails en route is involved. This is 
very different from the majority of second-class matter. 


5. Delivery to railway stations 


Life mail is delivered by the publisher at his expense to individual rail stations 
and depot platforms, and in many instances, to the doors of mail storage cars, 
so that it never goes through the post office of entry, as does most second class. 


6. Time of mailing 


All mailings are made in accordance with schedules prepared in advance of 
the shipping of an issue, which permits the utmost cooperation between the pub- 
lisher and the Postal Transportation Service in arranging for the most eco- 
nomical transportation and the maximum utilization of space in mail cars. This 
is very different from the majority of second-class matter. 

As can be seen from the above, every conceivable operation in the interest of 
expeditious service and elimination of handling and rehandling is performed 
by and at the expense of the publisher rather than by the postal service or by 
the rail carriers at the direction of the postal service. In fact, the term “initial 
service,” as applied by the Postal Department, is practically nonexistent as far 
as Life is concerned. 

The second phase in the distribution of Life through the postal service is the 
handling in transportation. Here are the more pertinent facts regarding this 
operation. 


1. Weight per cubic foot 


The weight density of Life prepared for mailing, slightly in excess of 57 pounds 
per cubic foot as compared with the average for general interest magazines and 
periodicals of 28,234 pounds, again emphasizes the maximum utilization of space 
in the transportation facilities. 


2. Handling in transit 


Because of the news value of Life, each individual dispatch to the various 
post offices in the country is studied and planned by mail traffic experts em- 
ployed by the publisher to guarantee the most direct and expeditious dispatch, 
thereby circumventing circuitous routings which would probably prevail by a 
hit-or-miss system. This planned service produces the most economical trans- 
portation available to the postal service. 

3. Distribution in transit 

Needless to say, because 95 percent of all Life mail is made up in direct city 
sacks, only 5 percent of Life copies require any appreciable distribution or 
sortation at office of entry or in transit. Ordinarily, this portion of the mail 
would be handled on an average of about three times before reaching destina- 
tion. However, the publisher has recently devised new systems whereby this 
residue mail is sorted to mail or train routes which reduces the number of han- 
dlings to one and a fraction. This particular system involved a considerable 
cost to the publisher, but is returning an even greater saving to the Post Office 
Department, 

The story of Life in the United States postal service is one of the utmost 
cooperation between the publisher and the Department. The results are expedi- 
tious service with a minimum of handling and resultant costs. 
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LIFE PREPARES FOR THE MAILS 


View of addressing machine, 
affixing address lebel to 
copies of LIFE. © 





Magazines being lifted from 
addressing machine and 
separated by cities, or by 
postal délivery zones in the 
larger cities for trans- 
porting to bundling machines. 
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This is the type of label used 
for addressing sacks containing 
mail for large soned cities. 
1-3 on right of label indicates 
that the sack is to be delivered 
to the N.Y. Central Team Track 
for loading in the Boston South 
Station mail car which is indi- 
cated by the numeral 5. The 
numeral 2 on the left indicates 
that the sack is to be piled in 
one of the three separations 
made in this full carload of 
LIFE subscriber mail to the 
Boston area. 


Bundles being placed in 
direct city mail sacks 

or, in the case of larger 
cities, in sacks addressed 
to postal delivery unit 

of those cities. 
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MECHANIZATION PLAYS A STAR ROLE 





In LIFE's circulation office in Chicago, subscription ormers 
are moved to the key punch ares where information about sub- 
scribers is reproduced on I.B.M. punch cards. 


J 
} 36.: 










7 
DO WE 
Your cornet fr 
TONE WO 


Close-up of area of subscriber renewal card which reminds 
the subscriber to give his correct zone number. Upon re- 
ceipty*all cards aPe checked against latest zone directories. 
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One of three batteries of IBM Sorting Machines used to update and maintain 
subscriber punch cards by postal delivery zones for the 102 larger cities 
(comprising over 39% of all subscriber copies) having mltiple carrier 
delivery stations. 


Close-up of subscriber's ; 
permanent record (punch card) 

from which the mail strip 

used to address a copy of 

LIFE is reproduced each week. 
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LIFE ENTERS THE MAILS 


A Prairie Motor Truck delivers LIFE at the Pennsylvania 
Railroad team track for loading in a full car of LIFE to 
Harrisburg. This is typical of 95% of all LIFE copies 
which never go through the Post Office of entry. 
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View showing delivery of Chicago city copies to 
skids. Copies are separated by markers 
delivery zones to which the magazines a 
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LIFE ARRIVES HOME 


Letter Carriers at 
Chicago's North Town 
Station sorting LIFE 
to route sequence. 
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Letter carrier leaves 
Chicago's North Town 
Postal Station to begin 
his "walk". 





LIFE being delivered 
to a subscribers 
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ExHIsit D 


Percentage of revenue to expense, 4.5. 
The expenses have been computed in accordance with current post-office meth- 
However, in the case of cubic density, the true figure of 17.29 pounds per 





Analysis of postal cost of handling periodical X 


[Based on 1952 postal costs] 
I OIE Big cicx cicite Rae ih cliente chs en celllanands calarnieigaet hires omen men 156, 000 
Revenue (based on 1% cent minimum piece rate) _...__-.-_-___.-____-__- $195 
Elements: 
a a eh san esten thie wien ten echan cis liane disease ints tensa 156, 000 
Pte iain asd cnntindgcnn ctype daqwcdgi ban wij nie ne 4, 212 
PounGs sen came foot... coccsalh. n-ne eee neon se 17. 29 
CON Fa i cient en entender one a Neieretehs ak cake 244 
Average Meal: (mites) ono 5 gk wn ce een cue dn ewes 800 
ee eee eee. ee ee 195, 200 
Expenses : 
Initial and terminal: 
Piece; WC: 2.30867 contiicinn nn ng ti a eds wo eet $3, 594 
Pound, at 2.19070 cents. . ui Bi ei ne ~2- 5 90 
Gavie Beet, Gt TOTES COG cs sinciticitia deen ~-- 3 
$3, 687 
Transportation and distribution : 
Piece, at 0.26190 conten 62 ie oS i itdens-~-~- 439 
Pound, at 000180 coutin. 2. a as Si ena ~--- 34 
Cubic feet, at 14.44416 cents_..2 1... _--- 35 
Cubic foot-miles, at 0.05770 cents_.................-_- 113 
621 
oo ee a 4, 308 
Lane renee... 5k. 52 3 ee in own oo din ns sns ok 195 
I ss. cate tcl ds ented tees dineiindes aan witniéses mesmo, 4,113 


cubic foot has been used instead of the average for exempt publications of 23.37 


pounds. 


Exuisit E 


Analysis of postal cost of handling, Magazine Y 


[Based on 1952 postal costs] 


Circulation (annually) 


Revenue (89.5 percent editorial, 10.5 percent ads) __.._.-_-__-_--_- $73, 306 
Elements: 
I. a in crt eee a cien s a tne win eons nck 35, 902, 256 
I ee hip a he oD reine tine le «ance ae 3, 365, 856 
Pounds per cuble foots... 2.230... koa eh 52 
UN I a wi celal a ee hei Ee 64, 740 
Cpeec-reet wiles... en ee Se. ee 88, 390, 820 
Expenses : 
Initial and terminal: 
Piece, at 2.30807 cents a ae onl ee. $827, 070 
Pound, at 2.18070 centessiee..— uc. 22k --e 72, 020 
Cubic foot, at 1.0728 centg.......-._..-._.__--- 694 
$899, 784 
Transportation and distribution : 
Piece, at 0.28120 cent___.__ --~--- _.. 100, 957 
Pound, at 0.80180 cent__.._______- _— 26, 988 
Cubie foot, at 14.44416 cents___- a 9, 345 
Cubic feet-miles, at 0.5770 cent 22, 151 
159, 441 
Total erpenee....nsenncn. facet i . 1, 059, 225 
a i ofatatees 73, 306 


ical aac ie et 





985, 919 
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Percentage revenue to expense, 6.9 percent. 

The expenses have been computed in accordance with current post-office meth- 
ods. However, in the case of cubic density, the true figure of 52 pounds per 
cubic foot has been used instead of the average for magazines and periodicals of 
28.234 pounds. Revenues include 10 percent increase due April 1, 1954. 


ExHisiIT F 


Life magazine without ads versus Life magazine with ads 


[Straight cost-accounting basis] 


Current ratio: Percent 
DE hedentersete-tenuare hacen thdtuairalle a cLbtec ak tite ute nies en ae ee 52 
ST | sc andet <tete a eureriben ¥rsieetetiens Ben tatetintlidases eset elaine Tate cake a 48 

Elements: Without ads With ads 
PUIG nonin it cotenhs tinst.nty pteh ih anedieh ibaa ckeiel 182, 000, 000 182, 000, 000 
Re, his acne ihennentgghch- Reatenh een io aphntanicldieen 91, 200, 000 190, 000, 000 
Ce Bade <ark- bene ebepnciin tema 1, 600, 000 8, 333, 300 
OC Ae TI ia ecccnen'siensinisth insecemssecinlaveaiataioede 875, 200, 000 1, 710, 574, 200 


[Cents] 


Without ads With ads Increase or 
decrease 





(-) 

Gs « scissor ne sctiatinn ee ee 3. 213 4. 688 1. 475 
a nene clon bwmtmeneneneun sep : . 968 3. 031 2. 063 
ES ee ee ee ee Se me 2. 245 1. 657 —. 588 


! At current rates. 


CresaP McCormick & Paget, 
New York, N. Y., January 15, 1954. 
Mr. Davip W. BruMBAUGH, 
Vice President, Time, Inc., 
New York, N.Y. 

Dear Mr. BrumBpavuGH: This is in answer to your request that we summarize 
in letter form certain findings of our recent survey of postal rate problems of 
Time, Inc. 

This survey was undertaken, commencing in August of last year, with the 
objectives of determining the potential impact upon Time, Inc., of proposed 
second-class postal increases and of recommending appropriate policies in con- 
nection therewith. At the same time, we were asked to review certain informa- 
tion released by the Post Office Department to the House of Representatives 
Post Office and Civil Service Committee with respect to postal costs and deficits 
incurred in handling Life. 

Our studies of these matters involved extensive interviews with a wide range 
of individuals interested in postal affairs, including (1) Time, Inc., executives 
coneerned with business management, production, traffic, and subscription opera- 
tions of the various magazines; (2) key personnel of the Post Office Department 
and the Senate Post Office Advisory Committee; (3) representatives of organiza- 
tions assisting the Senate committee in its study of postal problems, including 
the National Industrial Conference Board, National Education Association, and 
Price, Waterhouse & Co.; and (4) interested users of second-class mail, including 
other publishers and trade association executives. 

In addition, a detailed analysis was made of cost ascertainment reports and 
other data relating to the mail operations of the Post Office Department over the 
past 20 years, with particular emphasis upon second-class mail. Many special 
computations were developed in this connection. 

Further, the mail-handling operations of several post offices were observed in 
conjunction with Time, Inc., personnel, and direct examination was made of 
the manner in which Life is prepared for entry into the mails. 


Evaluation of post office cost allocation methods 


Although costs of handling have not played an important role in the establish- 
ment of postal rates for second-class mail, the Time, Inc., management was much 
concerned at the implication of the Post Office Department that its publications 
were responsible for a significant percentage of the deficit for this class. 


89778 O—57— 18 











268 READJUSTMENT OF POSTAL RATES 


In reviewing and appraising the alleged loss figures for Life, our first step 
was to discuss with the Comptroller and Assistant Comptroller of the Post 
Office Department the methods by which the cost data had been obtained. Both 
officials were very cooperative in explaining the mechanics of cost ascertainment 
and the manner in which postal expenditures are allocated to the various sub- 
types of second-class mail by processes of approximation. 

A detailed study was then made of the application of these methods with 
specific reference to Life. Our major conclusions as a result of this investigation 
may be summarized as follows: 

1. The cost ascertainment system of the Post Office Department follows 
generally accepted industrial cost accounting practices to the extent that it 
allocates expenditures of the postal establishment on the basis of measured use 
of postal services by each class of mail. However, cost ascertainment provides 
no analysis of fixed and variable costs of postal operations or of marginal costs 
in carrying specific types of mail. Further, cost ascertainment does not—and 
should not—reflect any allowance for such intangible considerations as priority 
of service, degree of preferment, or economic value of the mail carried. Because 
of the above limitations, cost ascertainment should not be used directly for 
ratemaking purposes. 

2. The allocation of total second-class expenditures to the various subclasses is 
based not on the measured use of postal services but on the judgment of postal 
officials as to the relative effect of number of pieces, pounds, cubic feet, and 
cubie foot-miles upon postal costs. Further, these cost elements are allocated on 
the basis of statistical averages for each subclass. Cost allocations for any 
specific magazine, therefore, are several steps removed from the data obtained 
through the cost ascertainment system and are subject to distortions of con- 
siderable magnitude. 


Post office costs in handling Life 

Comparison of the specific characteristics of Life with the statistical averages 
used by the Post Office Department illustrates this distortion. 

1. The average weight per cubic foot for second-class publications in the 
general interest category is stated to be 28.23 pounds. The corresponding 
weight of Life, however, was found to be more than twice this amount. In 
other words, less than one-half of the space required for shipping or handling 
100 pounds of typical magazines of this type is needed in the case of Life. 

2. Under the processes of approximation, Life is allocated a higher percentage 
of total second-class costs for rural delivery (3.9 percent) than for city delivery 
(3.7 percent) despite the fact that Life readership is predominantly urban in 
character. Analysis of Life subscription lists discloses that only 8.1 percent 
of its copies are delivered on rural routes, or considerably less than 1 percent 
of the total pieces of second-class mail so delivered. Correspondingly, Life is 
allocated less than its proper share of city delivery costs. 

8. The average length of haul for Life, as calculated by the Post Office 
Department, is 600 miles. Calculations of the Post Office Department assume 
that Life subscribers are uniformly distributed throughout each zone, whereas 
analysis of Life subscription lists indicates a high concentration of readership 
in urban areas. The Post Office Department figures include also a standard 
allowance for back hauls, which are reduced, in the case of Life, by the careful 
planning and routing done by its traffic department. 

A factual study of actual shipments made by the traffic department of Time, 
Inc., and reviewed by us indicated the average length of haul to be 549 miles, 
or approximately 8 percent lower than the statistical average used by the Post 
Office Department. 

4. In addition to the errors introduced by the above discrepancies, general 
postal handling costs for Life are overstated by the assumption that similar 
handling and sortation operations are performed for Life as are necessary in 
the case of other seeond-class publications. Direct observation of the manner 
in which Life is prepared for and actually enters the mails clearly indicates 
the error of this assumption. Contrary to being handled in the manner of 
the average second-class publication, Life performs many operations at its 
own expense which would otherwise have to be performed by the Post Office 
Department. These operations include the following: 

(a) Life is delivered at publisher expense to rail stations, depot platforms, 
and in some instances direct to mail storage cars, 

(b) Life makes up full carloads for approximately 40 percent of its copies. 
Transportation costs for such shipments are at a minimum. 
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(c) Approximately 95 percent of the copies of Life are shipped in direct city 
sacks. No sortation or handling is necessary until copies arrive at destination 
nost offices. 

(d@) More than 40 percent of all copies are zoned for direct distribution to 
carrier units within the 126 largest post offices. No primary sortation is re- 
quired for these copies. 

(e) Eighteen percent of all copies are either local entry copies, or receive 
direct truck transportation without the need for railroad service. 

The effect of the above operations is to reduce substantially the number of 
separate handlings by postal employees which would otherwise be necessary. 
The Post Office Department estimates that the average piece of second-class 
mail must be handled eight separate times. In the case of the 40 percent of Life 
copies which are zoned and shipped in carload lots, only two sorting operations 
are required. Handling requirements for direct city shipments are somewhat 
higher, but are still well below the average of eight. 

As a result, it is estimated that postal handling costs for Life have been 
overstated for the following items of postal expense within the ranges indicated : 


Percent 
FE URED GN VRCG. os aecouien cenites geantacootcetanrenenanncndimennie 60-75 
Postmaster, assistant postmaster, clerks, special delivery__._.__.________ 40-50 
ee TE Se OW i ei sen lt et elie hb nee 20-50 


In the subsequent revision of postal costs attributable to life, the bottom of 
each range is used as the basis of adjustment. 

The substantial overstatement of postal handling costs which can result from 
the use of statistical averages is shown in the following table in which overall 
postal handling costs for Life, as stated by the Post Oflice Department and as 
revised to reflect the discrepancies indicated above, are summarized on a per 
piece basis. 

Postal handling costs of Life 


[Cents per piece] 





Post Office Revised es- 
| Department timate 
Initial and terminal: 
Postmasters, assistant postmasters, all clerks, special delivery _ -- 1. 462 0. 879 
City delivery 1. 276 11.626 
Rural delivery ‘ ; | 1. 264 | . 244 
All other - - _- : . 560 . 435 
FO cadens ; | 4. 563 3. 184 
——— EO 
Transportation and distribution in transit: 
Railway Postal Transportation Service -- ; ; . 487 . 168 
Railroad Service: 
Distribution space .427 015 
Storage space __ | . 980 . 769 
Terminal charges. ; . 575 . 258 
All other. _- ; . 446 . 294 
Total Bid 2.915 1. 504 
Total all costs__.--- ; | 7.477 4. 688 


! Adjusted upward to reflect Life’s higher than average distribution by city carriers. The net adjustment 
favors Life due to the fact that city delivery costs per piece are approximately 1/3 of those for rural delivery. 


The reasonableness of the above revision is supported by the following compari- 
son. Under Post Office Department allocations, Life is charged with 4.7 percent 
of total expenditures for second-class mail, although constituting only 2.6 percent 
of total number of pieces handled. The above revision would charge Life with 
only 3.0 percent of total expenditures for second-class and would appear, there- 
fore, to reflect more accurately the relatively greater significance of pieces over 
weight insofar as effect upon postal handling costs is concerned. 


“Loss” attributable to Life 


The Post Office “loss” incurred in handling Life was determined by the De- 
partment simply by subtracting allocated costs from postal revenues. At no point 
was consideration given to the fact that many postal expenditures allocated to 
Life on a strictly cost-accounting basis would have to be continued at their pres- 
ent levels even if Life was distributed wholly outside the mails. 
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Several general observations can be made, therefore, with respect to the inter- 
pretation of “loss” figures for Life. 

1, Cost ascertainment provides no analysis of iixed and variable costs of postal 
operations or of marginal costs in handling specific types of mail. By implica- 
tion, it treats all postal costs as variable costs. 

2. Deficits in the handling of specific classes, subclasses, or types of mail are 
not synonymous, therefore, with “losses.” -Stated in another way, such deficits 
do not in any way measure possible savings that might result from elimination 
of the particular class or type of mail. 

3. The present deficit of approximately 1.7 cents per piece (based on present 
rates) incurred in handling Life is, therefore, a “paper loss” only. Present 
revenue from Life covers almost 65 percent of its properly allocable postal costs 
(as against less than 25 percent for second-class as a whole). If direct or out- 
of-pocket expenses in connection with Life should be less than 65 percent of total 
expenditures, as seems probable on the basis of certain Department estimates, 
Life would be shown to produce a “profit” instead of a “loss.” 

In conclusion, I would like to express again our appreciation for the excellent 
cooperation accorded us by your associates, by personnel in the Post Office Depart- 
ment, and by the many others who have assisted us in making the above study. 

Very truly yours, 
JOSEPH P. MERRIAM. 
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ADVERTISING-EpIToRIAL Ratios or Seconp-CLass MAIL 


This chart is produced from data compiled by the Post Office Department. It 
shows that the percentage of advertising in any given group of second-class mail, 
whether large or small in circulation, does not overly influence the revenues of 
that group in comparison to other groups. Rather, with the exception of special 
rate exemptions, the levels of revenue are influenced by the average weight per 
piece. 
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PUBLICATIONS EXEMPT FROM ZONE RATES * 


These publications did not receive rate increases in the postal rate legislation 
of 1951. 

The Post Office Department did not recommend any increases during the past 
4 years, does not now recommend any, and H. R. 11380 did not include any. 

The Post Office testimony stated that there is only $1,900,000 of public service 
cost in this group as opposed to the indicated cost of $20 million. 

If anyone insists on a balanced postal budget, he is recommending that other 
mail users pay for the public service cost involved. 


2d-class mail: Publications exempt from zone rates 


[1955 figures ; out-of-pocket costs taken as 50 percent of allocated costs] 


I Ce aoa eis nici anew nine neta 1, 375, 000, 000 
Weight per piece_._______--_- 3.0 


Out-of-pocket cost per piece____.___-__-_-__-__- wieunnsiaainiannll cents__ 1.8 
Revenue per piece__________------ [Reese SUL Lee 5 eeeL a 
Public service cost per piece___ ~~~. 4-.- se dessus 1.5 
Public service cost per year__________ i bow tne LES see $20, 000, 000 


PUBLICATIONS WITH 5 PERCENT OK LESS ADVERTISING 


The Post Office recommended in 1956 a 30 percent rate increase for this group 
and H. R. 11380 provided for a 28 percent increase. These increases would 
have reduced the public service cost by only $500,000. The Post Office testi- 
mony says there is no public service cost in this group as opposed to the 
indicated cost of $5 million. 

If anyone insists on a balanced postal budget, he is recommending that other 
mail users pay for the public service cost involved. 


2d-class mail: Publications with 5 percent or less advertising 


{1955 figures; indicated out-of-pocket costs] 


Wamber of plecet—.__...u.-; 35 sae 9 eee ate 827, 000, 000 
yrezht per he ——————— SS ounces__ 8.4 
Out-of-pocket cost per piece_.__2- 222-22 222 sescen sl Le cents__ 2.0 
Revenue per plece.uoo. 3 oereent ineresecs oe Gezc2 - .5 
Public serviee cost per plece..i3.- 26s sa es do___- 1.5 
Public sefvice ‘cost per Jeera 2. Sar Se an hase bce $5, 000, 000 


EXEMPT CLASSROOM PUBLICATIONS” 


The Post Office did not recommend nor did H. R. 11380 provide for any rate 
increases for this group. The Post Office testimony says there is only $104,000 
of public service cost in this group as.opposed to the indicated cost of $700,000. 

If anyone insists on a balanced postal budget, he is recommending that other 
mail users pay for the public service cost involved. 


Second-class mail: Exempt classroom publications 


[1955 figures; indicated out-of-pocket costs] 


Number of pleces._............. acs gs tne agate nena eames EA 38, 500, 000 
Wes S00 BNUD....we conan. ceetacee eee eee eee ounces__ 8.9 
Out-of-pocket cost per piece______----_- Letts ceneeneeneMieks 2.9 
Revenue per piece._._------- OF Gate 1.0 
Puplic pePvede GON DOP MOCO... <6 2206 ccccccincccccquesheees aa 1.9 
Public service cost per year_.__________- cin Sa Need $700, 000 


1 Newspapers or periodicals maintained by and in the interests of religious, educational, 
scientific. philanthropic, agricultural, labor, veterans’ or fraternal organizations or asso- 
ciations not organized for profit pay 14% cents a pound on ad and edit. 

2 Religious, educational, or scientific publications designed specifically for use in school 


classrooms or in religious instruction elasses exempt from 1951 30 percent increase but 
may pay old zone rates. 
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FREE-IN-COUNTY 


The Post Office did not recommend nor did H. R. 11380 provide for any increases 
for this group. The Post Office testimony says there is only $839,000 of public 
service cost in this group as opposed to the indicated cost of $6,600,000 

If anyone insists on a balanced postal budget, he is recommending that other 
mail users pay for the public service cost involved. 


Second-class mail: Free-in-county 


[1955 figures; indicated out-of-pocket costs] 


re in en ea kee ee ele tio eae en 886, 900, 000 
I iil tile iodo eaniend tebe peeneneen ounces__ 3.1 
EEE EERE NEE: OES cents__ a 
I I 0 ol ee hee le do___. 0 
Penne CURL Ber e008 pee do__-- 2.7 
Public service cost per year____- Senna ae eR ee tees oi oe ene $6, 600, 000 


DAILY NEWSPAPERS 


The Post Office recommended in 1956 a 30-percent rate increase for this group. 
H. R. 113880 raised the rates 28 percent on reading matter, and 120 percent on 
advertising matter. Although H. R. 11380 exempted all newspapers with a cir- 
culation of 5,000 or under, the vast majority of this group would have had to pay 
an 85-percent increase, or about $11,100,000 additional revenue. 

If anyone insists on a balanced postal budget, he is recommending that other 
mail users pay for the remaining public service cost involved. 


Second-class mail: Daily newspapers 


[1955 figures; indicated out-of-pocket costs] 


pS | eee EL RR ee 1, 635, 000, 000 
Weight per piece._..2cu tuo Wt ahs ss ee ounces__ 6.1 
EF? og ee ee cents__ 2.3 
I TI BI irate ncnicid iting ital adntbinne wenn ee 9 
ET IO® CORE. BOP BIGGS. ......nceshdensiisnoenoomaeir ra dated 1.4 
EEE TICO COROE FON ccc deienddlinn -ennccccunege $22, 900, 000 


NEWSPAPERS OTHER THAN DAILIES 


The Post Office recommended in 1956 a 30 percent rate increase for this group. 
H. R. 11380 raised the rates 28 percent on reading matter, and 120 percent on 
advertising matter. But H. R. 11380 exempted all newspapers with a circula- 
tion of 5,000 or under which, according to the Post Office, would have eliminated 
rate increases for over 90 percent of these newspapers. 

The effective increase on these newspapers not exempted would have been 
85 percent. The Post Office Department estimates that only $750,000 additional 
revenue would have been raised. 

If anyone insists on a balanced postal budget, he is recommending that other 
mail users pay for the remaining public service cost involved. 


Second-class mail: Newspapers other than dailies 


{1955 figures; indicated out-of-pocket costs] 


Ger Oe pieees. 6e- =~ ~~ 3 oe eco 2 See 675, 000, 000 
Me LE ee eee ee ounces__ 2.8 
Out-of-pocket cost per piece. _...-..-=----.---.-22-2--2.- 2 cents__ 1.7 
Revenue per pleces. <<. s<<-..<ssscc.suksdssoee- hI neces .4 
Public service cost.per lect isd «dein no ctincas ean iocuewe cstiinen 1.3 
Pubic. 0007160. CONE DOP DARE. pci emia seslnnnaieattah antihiianil $9, 000, 000 


AGRICULTURE, BUSINESS, PROFESSIONAL PUBLICATIONS 


The Post Office recommended in 1956 a 30 percent increase for this group. 
H. R. 11380 provided for a 28 percent increase on reading matter and a 120 per- 
cent increase on advertising matter, On that basis, revenues would have been 
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increased by 85 percent, or $5,700,000. The increase would not quite have cov- 
ered the indicated public service costs. However, because of the many millions 
of lightweight publications included, it is obvious that the larger, heavier pub- 
lications would have been required to pay the Post Office a profit. 


Second-class mail: Agriculture, business, professional publications 


[1955 figures ; indicated out-of-pocket costs] 


Number of pieces I sas em acs as ngs MII a ai dsl aan es ciate cea 735, 000, 000 
Weient ner. slece) ger ee oe ounces_-_ 5. 0 
GE OCHRE CONE) ROR TAB G oaoceech in ecient ocunminttimaih cents__ 2.1 
MAS DOE POCO .te-tue lo-— sdnie 84 ~~~ rns etsennceeaba do__ 9 
Public pervicéedet per piece? sai. 22s 2242 i do__ 2 
See TOPE Wetter NN co issn ce hh issn aimee $8, 200, 000 


RELIGIOUS, EDUCATIONAL, WELFARE PUBLICATIONS * 


The Post Office recommended a 30 percent increase for this group. H. R. 11380 
provided for a 28 percent increase on reading matter and a 120 percent increase 
on advertising matter. It is obvious that even those drastic increases amount- 
ing to 85 percent based on weight would produce very little additional revenues 
in comparison to out-of-pocket costs because this group consists primarily of 
very lightweight publications. 


Second-class mail: Religious, educational, welfare publications 


{1955 figures; indicated out-of-pocket costs] 


Number of piec Cid taedt ocit~oi J8 bic G4 6-62 susdls Laie esas & 68, 000, 000 
Weight -per. piece... 2 cece terse -L i me es bin AOE. nth. ounces__ 2.0 
Out-of-pocket cost per piece___.--~..-+---i-- 24-4 abs cents__ 1.6 
Revrenue.per, plete: - <i ies iedicedsc-ls aniisobest adi_hbedgues do__ .3 
Public. service cost per piece.__.._..........Jmseeeg tol ek. do_- 1.3 
Public -servies, coat. per, Weal. ened ace Lesueledeue wales $900, 000 


MAGAZINES AND PERIODICALS OF GENERAL INTEREST 


The Post Office recommended in 1956 a 30 percent rate increase for this group. 
H. R. 11380 provided for a 28 percent increase in reading matter, and 120 per- 
cent increase in advertising matter. Our computations, which we have gone over 
with the Post Office Department, indicate that this would have amounted to an 
approximate 85 pereent rate increase for this group. On that basis, the in- 
creased revenue would have been 1.7 cents a piece or $24,600,000. Thus H. R. 
11380 would have caused this group to pay a profit of $10 million over out-of- 
pocket costs. Since there are many millions of copies of very lightweight maga- 
zines and periodicals included which would still only pay a fraction of their out- 
of-pocket costs even with the 85 percent increase based on weight, it is clear that 
our analysis is basically correct, and that the larger magazines would have been 
required to pay the Post Office a tremendous profit. 


Second-class mail: Magazines and periodicals of general interest 


{1955 figures ; indicated out-of-pocket costs] 


Number ‘Of pletes.o En ot Lee eee ee 1, 445, 000, 000 
Weight per plete. cscs<6 ce cccewct cccccsnceeeescceaas ounces__ 12.4 
Cee RE CASE DOT PEGG. nick nnn mw ininemnged cents_- 3 
NT Se NE ins «ss niicsninnncitcnmadtlidiadedsdtiacabneeats | 3 
4 ky EU US 8 a eee ee 1 
PURS DUE VICD COME WOT FO aos ei ei citseenicem ene $14, 500, 000 


SECOND-CLASS GROUPS RECEIVING STANDARD RATE CONSIDERATION 


Under current rates, this group provides revenues which cover only 17 percent 
of the indicated out-of-pocket costs. This is true not only because of special rate 
exemptions but also because the average weight per piece is only 3.2 ounces. 


’ Publications covering above subjects but, unlike exempt publications, organized for 
profit. 
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The rate provisions of H. R. 11380 would have added only $500,000 to the 
revenue. Yet the Post Office testimony stated that there is only $2,800,000 of 
public service cost in the entire group. While we believe that special rate exemp- 
tions are entirely justifiable, we do not agree that other mail users should pay for 
the rate exemptions granted. 


2d-class groups anererng pPnOAA TS rate consideration 














Present rates H. R. 11380 
| Percent Percent 
Weight | of out-of- of out-of- 
Public serv- | per piece | pocket | Public serv- | pocket 
ice cost (ounces) | cost cov- ice cost cost cov- 
ered by ered by 
| revenue revenue 
Saline Nat ee eRe ks rack pA ee pe 
Publications exempt from zone rates.........| $20,000,000 3.0 | 17 | $20,000,000 17 
Publications with 5 percent or less adver- 
atl tains ln cies lian es eaten 5, 000, 000 3.4 25 4, 500, 000 32 
Exempt classroom ae En casnapinh eke 700, 000 8.9 | 34 700, 000 34 
POOP SONME ooo dd SL. RE 6, 600, 000 3.1 | 0 6, 600, 000 0 
RR i cai ee a ae alts 32, 300, 000 3.2 17 31, 800, 000 18 





SECOND-CLASS GROUPS PAYING STANDARD EDITORIAL AND ZONED ADVERTISING RATES 


Magazines and periodicals of general interest, which average 12.4 ounces per 
piece, currently cover 66 percent out-of-pocket costs. The provisions of H. R. 
11380 would have required them to pay a profit to the Post Office Department. 

The remainer of the group, averaging 5.2 ounces per piece, presently pro- 
vides revenues equal to 37 percent of indicated out-of-pocket costs. H. R. 
11380, which exempted the majority of other-than-daily newspapers, would 
have raised the level to 64 percent. 

If anyone insists on a balanced postal budget, he is recommending that other 
mail users pay for the remaining public service cost involved. 


2d-class 4 groupe paying standard editorial and zoned adv eriteiny rates 











Present rates H. R. 11380 

Percent | Pereent 

Weight | of out-of- of out-of- 

Public serv- | per piece | pocket | Public serv- | pocket 

ice cost (ounces) | cost cov- ice cost | cost cov- 

ered by ered by 

revenue revenue 
Daily newspapers... -.....-....-..-.-.-+...-- $22, 900, 000 6.1 39 | $11, 800, 000 69 
Other-than-daily newspapers. _-_._...__.._-- 9, 000, 000 2.8 22 8, 200, 000 28 

Agriculture, business professional publica- 

i tatina acces dictaiatid tien aliiateitnceen diese eae 8, 200, 000 5.0 | 45 2, 500, 000 83 
Religious, educational welfare publications. - 900, 000 2.0 19 700, 000 | 35 
Bisse. caine biiiliaciti 41, 000, 000 | 5.2) 37 | 23, 200,000 | 64 
a ; 
Magazines and periodicals of general interest 14, 500, 000 12.4 66 | | ' 10, 000, 000 120 








! Profit. 
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SECOND-CLASS GROUPS—-FINAL SUMMARY 


The important contribution of this chart is to show the effect of second-class 
revenues when rate increases are based entirely on weight. The heavier the 
average weight, the greater the percentage of out-of-pocket costs covered. Even 
the drastic provisions of H. R. 11380 would not have greatly altered the public 
service costs involved except for magazines and periodicals of general interest 
which would have been required to pay a profit. 


Summary, 2d-class groups 





Present rates H. R. 11380 
Percent Percent 
Weight | out-of- out-of- 
Public serv- per pocket | Public serv- | pocket 
ice cost piece cost cov- ice cost cost cov- 
(ounces) | ered by ered by 
revenue revenue 
Group receiving special rate consideration...| $32,300, 000 3.2 17 | $31, 800, 000 18 
Group paying standard edit and zoned ad- 
itil canitttiieter enna cedenncties 41, 000, 000 5.2 37 23, 200, 000 64 
Magazines and periodicals of general interest - 14, 500, 000 12.4 66 | 110,000,000 120 





1 Profit. 
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Exuispit A 


Analysis of United States postal expenditures, fiscal year 1955 

















Ist class 2d class 3d class 

Total PN a scsiittmncanetetecpeumdienepansaiall .----| $905,517, 191 $304, 967, 419 $441, 514, 212 
Trans Pi. nttieiihesensns cave sumac eomeee (61, 373, 467) (61, 117, 901) (32, 071, 384) 
iscellaneous adjustments - -...............-.-....- (6, 449, 879) (1, 422, 707) (3, 157, 049) 

I se cylin a diatdanaipeensemduueies 837, 693, 845 242, 426, 811 406, 285, 779 

I in ccikiin anteater the tcanien Daviug na uaeeeel 28, 713, 339, 725 6, 825, 064, 901 | 15, 049, 722,044 

Cents 

Tears HOP 0000s *..... 102 55cn ce inn dewdn se cccdnalialn’ 3. 131 4. 447 2. 912 
Less transportation cost per piece. ................-..-..-- 214 - 895 . 213 
pending eset per pleed................. 20525. 28 2. 917 3. 552 2. 699 





1 Excluding miscellaneous adjustments. 


Mr. Brumpaven. Thank you. 

The Cuarrman. The bells have just rung for convening of the House 
at noon. You have occupied all the morning session and it will be 
imperative that you come back here for questioning. We do not have 
the time this morning to question you. I will have to ask you to come 
back here next Wednesday morning. You will be the first witness. 

Mr. Brumpaven. Next Wednesday morning. 

The CuarrMan. Yes. 

Mr. Brumpavuen. Wednesday of next week. 

The Cuarrman. Yes, sir. 

Mr. Brumpaven. Ten o'clock. 

The Cuarrman. Yes, sir. 

We have 4 other witnesses here this morning and we regret that we 
have not the opportunity or the time to hear from you, unless some 
of you 4 wish to just make a brief statement or else file a statement, 
in which case we will be glad to hear from you. Otherwise we will 
have to ask you to come back tomorrow. Does anyone wish to just file 
a statement ? 

Is Mr. Gray present ? 

Mr. Gray. Yes, sir. 

The Cuarrman. All right. You will have to come back tomorrow 
then. 

Mr. Haire? 

Mr. Haire. Yes. I will come back tomorrow. 

The Cuarrman. Mr. Maffie? 

Mr. Marri. I will come back tomorrow, sir. 

The Cuarrman. Mr. Linden? 

Mr. Linpren. We have filed it, sir. 

The CuarrMan. You do not care to appear? 

Mr. Linven. We will try and have a member here tomorrow, sir, 

The Cuarrman. All right. 

The committee will be recessed until 10 a. m. tomorrow morning. 

(Thereupon, at 11:47 a. m., a recess was taken until 10 a. m., Friday, 
March 29, 1957. 











READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


FRIDAY, MARCH 29, 1957 


House or REPRESENTATIVES, 
Committee on Post Orrice anp Civit SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Carman. The committee will be in order. 

The hearing will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. Is Mr. Leo Adler present ? 

Mr. Aver. Yes, sir. 

The Cuarrman. I understand that you are to present the statement 
of Mr. R. F. Linden, manager of Northwest Magazine Distributing 
Co., of Seattle, Wash., who was here yesterday. He said he had to 
return home and that you would represent him. 

Mr. Apter. Yes, sir. ‘ 

The Cuarrman. We will be glad to hear from you, Mr. Adler. 


STATEMENT OF LEO ADLER, ON BEHALF OF R. F. LINDEN, MAN- 
AGER, NORTHWEST MAGAZINE DISTRIBUTING CO., SEATTLE, 
WASH. 


Mr. Apter. Mr. Chairman and Members of the Post Office and Civil 
Service Committee, I would like to read our presentation, and if you 
have any questions to ask me afterward, I will try to answer them. 

The CHatrman. Very well, sir. 

Mr. Apter. My name is Leo Adler, from Baker, Oreg., representing 
a segment of the magazine-distribution industry. 

Our organization is 1 of 10 similar companies located across the 
country. We supply, by bulk shipments, through the second-class 
mailing facilities of the Post Office Department, the majority of the 
Nation’s leading and influential magazines, periodicals, and books to 
9,000 rural towns in which are located 11,000 small retail businesses. 
These retail businesses receive our bulk periodical shipments for re- 
sale to the people in their communities. 

Our companies have been supplying rural America for over 40 
years and it is our unique distribution service that identifies us in the 
magazine industry as reshipping wholesalers. 

We believe that our usage of the post office’s second-class mailing 
privileges is less costly to the post office than perhaps any other user 
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of second-class mail and incurs no deficit to the post office in its han- 
dling of our shipments. For this reason, we believe that special study 
and consideration on the proposed increases, before this committee on 
second-class mail, should be extended our group and that any increase 
in rate should not be applied to our form of second-class mailing. 

It is our considered opinion that a cost study would reveal that the 
rate we now pay is sufficient to defray all costs incurred by the post 
office in the handling and transporting of our bulk shipments. 

Since the rates charged for the handling of second-class matter are 
based on a per-hundred-pound basis, I am sure the committee will 
readily understand that the cost of handling one bulk shipment of 
multiple periodicals is far less costly to the Post Office Department 
than the manner in which second-class mail is handled by the post 
office for other users of its facilities... For this reason, we are of the 
belief that any further increase in postal rates applied to us would be 
unjust and discriminatory. This could well mean the discontinuance 
of the proper flow of the Nation’s leading publications and periodicals 
to rural America, a service we now perform and have pathol for 
40 years through the use of the second-class mailing privileges, 

In 1956, the 10 reshipping wholesalers spent $292,246.05 with the 
Post Office Department for second-class mailings. Proposed rate 
increases now pending would seriously affect the costs of doing busi- 
ness by all reshipping wholesalers, each a small independent business- 
man and the ultimate result would be to put us out of business. 

We conclude by saying that as bulk shippers of periodicals to rural 
America, it is our feeling that a special rate classification should be 
considered for those of us who hold news agents permits to ship 
second-class matter through the facilities of the Post Office Depart- 
ment, and that the proposed second-class rate increase not be assessed 
against us. 

Thank you for the opportunity to present our story and for the time 
you have given me to acquaint and to present to you the problem 
concerning our specialized industry group in connection with proposed 
postal rates. 

The Cuatrman. About how many different magazines do you dis- 
tribute ? 

Mr. ApiER. 250 to 300. 

The CuArrman. You do not distribute direct to the individual sub- 
scriber of the magazine? 

Mr. Apter. No, sir; that isa different segment of the business. 

The CHatrMAN. You distribute it to local newsstand and local dis- 
tributing agencies? Is that what you do? 

Mr. Apter. Yes. I might say out of Baker, Oreg., just to give you 
an example, I go from Grand Island, Nebr., to The Dalles, Oreg. 
I only ship to dealers in small towns; cities like Boise, Idaho; Medford, 
Oreg.; and Eugene, Oreg. There would be a local wholesaler. I 
make up the packages. I employ 25 people. I take the magazines to 
the people. The Post Office Department never sees any magazines. 
I take them to the depot and they are put on the train. A package that 
would go to little towns in Oregon or Idaho is taken to the post 
office and the dealers pick up the magazines. That is why we say we 
are a different classification. 

The CuHatRMan. Do you also use express for these? 
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Mr. Apter. No. We use mail entirely. It goes by zone. The rate 
starts at $1.95 a hundred pounds, and for instance, I ship to 5 different 
zones. 

The Cuatrman. You could use private express facilities in certain 
instances, could you not ? 

Mr. Apter. Their rate is too high. I will have to be honest and 
answer it that way. 

The Cuamman. Are there any questions ? 

Mr. Porter. Mr. Chairman. 

The Cuarrman. Mr. Porter. 

Mr. Porrer. I want to welcome the witness, an Oregonian like my- 
self and proud of it. I wanted to go into this matter of the principle 
involved here, Mr. Adler. 

You believe that your mail, second-class mail, should pay its way, 
I understand. 

Mr. Apuer. We shippers feel that it should pay its way. 

Mr. Porrer. Your point is because your mail is all in bulk and 
does not take the handling that the individual copies do that there 
should be some provision in the rate schedule to reflect that less cost? 

Mr. Apter. Yes, sir, Mr. Porter. 

Mr. Porter. Do you have any idea how much less costly from your 
own experience it is to handle your bulk shipments rather than mul- 
tiple periodicals? 

Mr. Apter. No, I do not, because I have never been able to see a 
report from the Postal Department. We would like to see a break- 
down made by the Postal Department. 

Mr. Porter. Do you know whether they have ever made such 
a study ¢ 

Mr. Apter. I cannot answer that. I do not know. 

Mr. Porrer. Do you think it is a study that ought to be made be- 
cause it would then show the difference that ought to be reflected 
in the rate ? 

Mr. Apter. Yes, sir. 

Mr. Porter. Thank you very much. 

Mr. Hempniwy. Mr. Chairman. 

The Cuarman. Mr. Hemphill. 

Mr. Hempniiyi. You made a statement a while ago, if I understood 
you correctly, that you thought you were paying your own way 
now; is that right ? 

Mr. Apier. Yes, sir. We feel starting at $1.95 a hundred pounds 
in the second zone that we are paying our own way. Again I will 
repeat that our magazines first come by truck or, at any rate, so the 
Postoffice Department does not handle those. They come in carload 
lots. Then we make up our shipment and take it to the depot. In 
Baker, Oreg., I have trucks that take the magazines to the depot. 
Then the Post Office Department starts. They put them on the train 
and then when they arrive at the destination they take it to the post 
office, and 90 percent of my dealers are in towns where they do not 
have any carrier service or any parcel post, so the dealers go to the 
post office and pick up their magazines. 

Mr. Hempuiiy. Are you familiar with this thing they call the cost- 
ascertainment system of the post office for determining the cost of 
service in each type of mail? 
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Mr. Apuer. Yes, but as I say, as far as I know our segment of the 
business has never seen that cost analysis. 

Mr. Hempuit. I just wondered, sir, where you got the figures on 
which you said your particular segment of second-class mail paid 
its own way. 

Mr. Apter. We know what we are paying per hundred pounds. 
That is how we base it. We start at $1.95 a hundred pounds. 

Mr. Hemrnim. You do not know whether it costs the post office 
more than $1.95 or not ¢ 

Mr. Apter. We do not think it does, but I cannot answer that 
positively. 

The Cuarrman. What would be the express charges for a 100-pound 
package ? 

Mr. Apter. I believe the express charge starts at about $1.50, but 
here is something that we are up against. We supply rural America. 
Let us say 75 percent of these places do not have an express station. 

The CHarrman. How about equal facilities for both express and 
mail service from your shipping point to towns of delivery? What 
would be the difference, say, for zones 1 and 2? 

Mr. Apter. There would be hardly any difference, but we would be 
up against the proposition that there is no express office. 

Mr. Rees. Mr. Chairman. 

The Cuamrman. Mr. Rees, 

Mr. Rees. Why do you not use parcel post ? 

Mr. Apter. The rate is cheaper by second class. 

Mr. Rees. That isa good reason. 

The CuarrmaNn. Are there any other questions? 

Thank you very much. 

Mr. Apter. Thank you very much. 

The Cuartrman. The next witness is Mr. J. M. George, general 
counsel for the National Association of Direct Selling Companies, 
Winona, Minn. We have had the pleasure of hearing Mr. George on 
previous occasions, and since we have a rather full schedule this morn- 
ing I will ask Mr. George if he could not put in his formal statement 
in connection with the hearings of last year and then elaborate on any 
additional points he wishes to bring before the committee. 


STATEMENT OF J. M. GEORGE, GENERAL COUNSEL, NATIONAL ASSO- 
CIATION OF DIRECT SELLING COMPANIES, WINONA, MINN. 


Mr. Georee. Mr. Chairman, I have a very short statement here and 
I would like consent to have this put in the record as given here, to 
save you the time. 

The CHarrMaNn. It will be inserted in the record. 

Mr. Georer. Thank you very much. 

(The statement is as follows:) 


STATEMENT OF J. M. GEORGE, PRESIDENT, NATIONAL ASSOCIATION OF DrRECT SELLING 
COMPANIES, WINONA, MINN. 


Mr. Chairman and members of the committee, I am J. M. George, president 
and general counsel of the National Association of Direct Selling Companies, 
which has its headquarters at 165 Center Street, Winona, Minn. This statement 
is presented for consideration by the committee and for the record of these 
hearings. 
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In my capacity, I have very little contact with the detailed commercial rate 
aspects; hence I must testify generally as to what I think are the important con- 
siderations in respect to the issues involved in this legislation. 

I should like to say also that the primary interest in this legislation of the 
people whom I represent, is in third-class rates. 

With most direct selling companies third-class mail is the principal means of 
recruiting salespersons. It is also extensively used to promote sales volume by 
these salespersons. 

This association consists of member concerns whose merchandise ultimately 
reaches the consumer through house-to-house solicitation. The problems of our 
members are the same as the problems of all companies in the United States 
having similar methods of distribution. There were last year about 2,500 such 
companies in the United States. There are fewer this year. 

We, of course, are not the only people who similarly or otherwise depend upon 
third-class mail for the procurement of business and the promotion of business 
volume. 

It is hardly necessary to say that the United States has no difficulties in the 
area of production. The economic bottleneck is in selling. 

It would serve no point for me in this testimony to quote from the matter so 
well included and handled in the Citizens’ Advisory Council Report of February 
26, 1957, which report is directed to the Senate Committee on Post Office and Civil 
Service. 

Historically, the postal service, with few interludes, is and has been considered 
and treated by the Congress as a public service operation. The original purpose 
of its establishment was to carry letter mail. 

During the following years many extensions and augmentations of and to the 
service were established by the Congress. 

In many instances, these augmentations were on the basis of a calculated loss 
with full knowledge that they could not pay their own way. Illustrations are 
such public welfare services as post roads, rural free delivery, star routes, fourth- 
and to some extent third-class post offices, and this is to name only a few. 

The calculated loss policy was a wise and farseeing concept. This concept 
was probably the compelling factor in keeping North America from becoming a 
breakdown of numerous more or less unimportant separate nations, comparable 
to the situation in the Balkans. By this policy the Congress commencing over 
150 years ago, set a pattern with results which Europe is striving to accomplish 
today. 

The Congress also accepted, early, the fact that since letter mail had to be 
carried, it would be beneficial to extend the scope of the postal service beyond 
that type of mail so as to occupy and increase the usefulness of the necessary 
facilities and help pay the cost of operations. This laid the pattern for an 
ever-extending service for the convenience, education, and unification of a 
widely scattered people into a closely knit political body of one people. 

What could be more conclusive, than its own history, that the overall objective 
of the postal service was and still is public welfare service. . Throughout its 
long history most of the important action of the Congress has consisted of some 
phase of enhancement of the public welfare and justifiable humanitarianism. 

Getting beyond the letter mail era, three well-defined classes of mail service 
were established. The congressional motive and intent back of these three later 
developments was to increase the value of the service to the public. 

It took business use of the service to carry out this congressional motive and 
intent. The availability of these areas of service was an invitation to business 
to come in and use the postal service to increase the scope and value of services 
to the people. Without business participation these three classes of mail would 
never have been implemented and it can be said that these new services were not 
established for the benefit of businessmen, but rather for the benefit of the people. 

Billions of dollars of business, annually, has been built up on the basis of 
availability of postal rates in these three classes of mail which are not higher 
than the traffic can bear. 

It seems that it logically follows that even in the business use functions of the 
service, there is a strong element of public welfare, service, and convenience. 

In recent years there has developed a feeling that the postal service is simply 
a business, that it should pay its own way, or in other words that income should 
equal expenditures. This is a definitely erroneous concept and when it has been 
advanced at 2 or 3 different times during the history of the postal service, the 
Congress has come in and denied the validity of that concept, knowing full well 
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that the end result of such a policy would be the reduction of the postal service 
and its value to the people. 

If the “pay-its-own-way” concept were correct, the Congress never would have 
set up or retained calculated loss features in the postal service of which there are 
many and which inescapably brand the service as primarily one of public service 
and this, of course, is as it should be. 

To name only a few of the types of service just referred to, they are— 

Rural free delivery ; 

Star routes ; 

Third- and fourth-class post offices, which are unable to pay their way; 

Various subsidies, partial subsidies, and free services ; 

Services performed which are measurable and for which no fees or rates 
have been provided ; and 

Those services which are not measurable and hence of a character that 
do not lend themselves to rates or fees. 

The crying need now, and for some time, has been for the establishment by 
the Congress of a postal policy which— 

1. Realistically and fully recognizes the public welfare character of the 
services rendered and excludes them from the basis of ratemaking; 

2. Which excludes also the calculated loss features ; 

3. Which eliminates restrictions on the Department as to choice of trans- 
portation facilities ; 

4. Which restores uniformity of size and weight limitations throughout 
the country ; 

5. Which turns back to the Congress all ratemaking functions. 

It is respectfully submitted that under such changed conditions it would be 
found that, on the whole, the services now specifically rated are paying their 
way and even that some of these services are being overcharged. 

It is also respectfully submitted, that no ratemaking activity should be under- 
taken until a definite congressional policy shall have been established. 

It would appear that in no other way can there be eliminated this repeated 
annual or biennial controversy which takes up so much time of the Members 
of the Congress and of business and other interested persons and organizations. 

It has just come to my attention that Mr. Stans of the Post Office Department 
stated to the Senate Committee on Post Office and Civil Service that the difference 
in cost between the post office payments for parcel post carriage and the 
lower rates charged by railroads for the transportation of other matter amounts 
to about $100 million per year and this seems to be an important operational 
cost which could be eliminated. 

It must be admitted that the present prosperity is spotted and that the future 
of small business, in an important degree, is at stake; that the present general 
prosperity is now in a position where it may break either upward or downward 
and it is thought that this condition is due, in part at least, to inflation. 

Small business has not been doing too well and this has been emphasized in 
the news, by reporting agencies and by public statements made by Members of the 
Congress. 

At least 95 percent of the concerns engaged in our method of distribution fall 
into the “small business” category according to any of the concepts as to what 
belongs in that classification. 

It is suggested that rate increases in second- and third-class mail and other 
postal services would have an inflationary effect. This would, at least, reduce 
or bring literally thousands of business concerns into a loss position or lowered 
income-tax brackets, thereby conceivably reducing taxes on income to an 
extent substantially exceeding the added amount of revenue taken in by the 
Post Office Department by way of rate increases on second-, third- and fourth- 
class mail. 

Third-class mail is an advertising tool, one of the most important:in American 
business and its availability on a practical rate basis is of terrific importance to 
the entire American economy. 

While we are not heavy users of second-class mail we wish to state that we are 
not disclaiming the same importance to the American economy of advertising 
earried in that class of mail. 
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CONCLUSIONS 


It is quite apparent that the present administration of the Post Office Depart- 
ment is doing everything possible, under current statutes, to reduce cost of 
operating the postal service without lowering the character of services rendered. 
To some extent it is prevented by statute from eliminating or reducing some 
important cost factors. Important instances are— 

1. Its lack of right in some cases to make its own choice of method of 
transportation of mail matter; and 
2. The size and weight limitation requirements of Public Law 199. 

We favor “payment of their own way” by all classes of mail, as close as may 
be reasonably computed, on a rate basis that makes due allowance for elimination 
of costs of calculated losses and cost of public welfare services. 

If adequate and fair allowance is not made for such costs, the rates on the four 
classes of mail, as well as the special services, would be impractical, prohibitive, 
and largely destructive of the desirable and wanted public services to the people 
flowing from these classes of mail. 

Since preparing the foregoing part of this statement I have had an opportunity 
to see Chairman Murray’s Committee Report No. 211 to accompany H. R. 5206. 
This legislation goes along in the right direction but, I respectfully submit, does 
not go far enough in eliminating public service costs, or conversely sufficiently 
increasing postal income, to bring about a rate basis situation which will permit 
a practical rate structure, putting the classes of mail and services referred to 
on a pay-their-own-way basis. 

The Post Office Department, even under present income, is coming closer than 
any other Department to paying its way. No other department of Government 
is so useful to so great a proportion of the public. To no other department is 
the term “deficit” applied. 

I thank you. 

Mr. Hempnity. Mr. Chairman, may I ask a question ? 

The CHarrRMAN. Yes, sir. 

Mr. Hemputty. I am very much interested, Mr. George in the ques- 
tion of the actual handling of this third-class mail. Is this the type of 
mail which would be in the newspaper form or light magazine form? 

Mr. Grorae. I am not a technical man. There will be witnesses here 
who can answer that question. Iam not a mail user myself except first 
class, and I do not know the details of those things, but there will be 
witnesses here that will answer that question. 

Mr. Hempniiy. All right, sir. Then I will ask you one question: Do 
you believe third-class mail should pey its own way ? 

Mr. Georce. I believe that all of the classes should pay their own 
way and I believe that they are doing it right now. 

Mr. Hemeuity. You think they are doing that? 

Mr. Grorcr. Yes. I think they are doing it on the basis of making 
allowances for the kind of postal service, which is a general public 
welfare matter. 

The Cuarrman. Of course you are interested in companies that are 
operated for a profit; not for welfare services. 

Mr. Grorce. Some of them do. 

Mr. Hemputtt. I hate to take up the time, Mr .Chairman, but I am 
very much interested in these people who say that they are doing such a 
great thing for the public welfare. As a matter of fact, I receive 
letters from chambers of commerce who want special rates, saying they 
are doing good for the public welfare. I know my own church organ- 
ization pays for its stamps and I am sure they are doing good for the 
public welfare. 
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Mr. Grorcr. My point is this: That there are costs of operating the 
Post Office Department that are not chargeable to the rated mails that 
are in the ratemaking structure, and it is my point that if all of the 
costs of the operation of the Post Office Department which are essen- 
tially of a public nature were treated as something other than a deficit, 
then the four classifications of mail would be paying their way. 

Mr. Hempuiu. Then I take it that you are not sympathetic to what 
is known as the cost-ascertainment system ? 

Mr. Georce. I disagree with the methods which are being used to lay 
the base for rate charges. 

Mr. Hempuim. Of course, I know from your testimony last year 
that you say a change in the Post Office Department from a service to 
the people into a business institution can be brought about in a certain 
way. Do you believe the post office should be a public service or should 
be put on a pay-as-you-go basis? 

Mr. Groreer. I think it is probably the most valuable public service 
to the American people of any of the departments of Government, and 
I believe that the public services in second and third class are a great 
deal more important than the services performed in the classified 
mails. 

For instance, what about American culture? What about American 
education, and all those things? They come by way of second-class 
mail. 

Mr. Hemputit. Would you say the concern of second- and third- 
class-mail users is for culture instead of for profit? 

Mr. Georce. No. Certainly, when Congress authorized the serv- 
ices which are being used in the second and third classifications, and 
fourth class, they did not arrange those facilities for the businessman. 
They arranged them for convenience and benefit to the consumer. 

Mr. Hempuityt. Do you think the present third-class rates are 
arranged for the benefit of the consumer rather than for your industry, 
which is a profitmaking industry? Is that right? 

Mr. Georce. The point is this: The Congress set. up these classifica- 
tions of service and they did it primarily for the convenience of the 
people. Take parcel post, for instance, which is not in the bill. Parcel 
post was eonaeneted for the benefit of the rural areas, giving them 
a closer parity in the market situation to those people who lived in 
suburban and city areas. That is just an illustration. I think it is a 
strong one. As a matter of fact, supposing that the four classes of 
mail were out of the Post Office Department. Would the public not 
be very materially affected ? 

Mr. Hempnitt. Of course, the public would be affected by any 
change of that drastic nature, but would not the public be affected also 
if the rest office was put. on a pay-as-you-go basis instead of the tax- 
payer being taxed, just like any other thing that is taxable? 

Mr. George. It strikes me in the next several years there will be 
an added cost to the Post Office Department on account of changes in 
pensions, and wages, and other costs to the extent that the services 
which Congress set up by these classifications of mail cannot be car- 
ried on if the ratemaking basis is maintained as it is at the present 
time. 

Mr. Hempuiny. Thank you. 

Mr. Ceperserc. Mr. Chairman, could I ask a question ? 
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The Carman. Yes. 

Mr. Ceperserc. These rates for second and third class were set up 
some years ago. 

Mr. George. Yes. 

Mr. Creperserc. They have not been substantially changed in recent 

ears. 
. Mr. Groree. There will be witnesses here that show they have been 
substantially. 

Mr. CrperperGc. I understand third class has been increased, I 
believe, about 30 percent and second class, I think, by about 3 percent 
since 1932. 

If those rates were good, say, several years ago, are we to assume that 
it is the position of the organization that you represent that all of the 
additional costs that are coming about in the Department and will 
continue to come about should be absorbed as public-welfare items and 
should not be reflected in rates at all ? 

Mr. George. They should be reflected to a certain extent. 

Mr. CeperBerG. What would you suggest ? 

Mr. Georce. I have no suggestions on dollar or on figures. My idea 
is that the situation will soon reach a point, unless there is a different 
structure or basis for ratemaking, that third- and fourth-class mail 
will have to go out of the picture. 

Mr. CrperserG. Fourth-class mail, as you know, at the present 
time— 

Mr. Georce. It is not in here; I know that. 

Mr. CeperBeRG. However, you realize that, as prescribed by law, 
must pay its way. 

Mr. Groree, That is right. 

Mr. Crepersera. And it is not going out of the picture. 

Mr. George. It is being reduced. In other words, fourth-class mail 
is one class that did not show an increase during the last financial- 
statement period of the Post Office Department. It just held its own, 
but the others went up. 

Mr. CreperserG. The others have gone up? 

Mr. George. Yes; to a certain extent they have gone up. 

Mr, CeperBerG. You admit that if the costs of the Department are 
going to continue to go up year after year as they have, or a portion 
of that, at least, even assuming that you are correct—and I do not 
assume that it is all a public-welfare item—I think there is a lot of 
welfare on both sides of the street. There is welfare for the fellow 
that sends the mail as well as the fellow who receives it, and as a 
result, if I were to act on your testimony, I would say we are not 
going to have any more rate increases for the next 10 or 20 years. 

Mr. Grorce. My point is this: That unless rates for business use 
of the mail are within the reach of the business user, he has to quit. 
He cannot do it. He cannot: handle it. There is a period coming, 
and soon, I think, where if the same rate basis is used as is now 
being used those classes of mail cannot continue to use the Post Office 
Department. 

Mr. Lesinskr. One question, Mr. Chairman. 

The CuarrMan. Mr. Lesinski. 

Mr. Lestnsxi. Mr. George, do you think that rates should be proj- 
ected not so much on an overall postage rate, but upon the services 
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rendered to respective items of the mail? As an example, 30 million 
samples of cleansing powder were sent through the mails for which 
the Department received 3 cents apiece, which 1s $900,000, and cost the 
Department double, roughly, $1.9 million, to handle. It was a circu- 
lar can, about 3 inches long, which was put out by Procter & Gamble. 

General Foods is putting out a salad dressing through the mails, 
19 million of them, which also brings in approximately 3 cents to the 
Department, which is $570,000, and it is going to cost the Department 
double. In the mailing of circulars and magazines and so forth the 
item is properly spaced. It is stacked and it is assembled according 
to order of place it is supposed to go to the receiver in the town. A 
circular item which is bulky cannot be properly stacked and it is 
impossible to handle properly. Therefore, the expense is so much 
higher. 

What I am driving at is, would you say we should not consider that 
second class, third class, or first class as such should be increased, but 
the mailing of individual pieces should be considered upon their merits 
and either raised or lowered accordingly ? 

Mr. Grorcr. That shipment of samples I think is a new develop- 
ment. I have never had any connection with that sort of a transac- 
tion through the Post Office Department. That is a situation that 
may have special cost features that do not pertain. 

What do they ship? They are shipped third class, are they not? 

Mr. Lestnskr. Yes, sir. 

Mr. Gerorce. They have cost features that do not appear in the 
normal third-class mail. If people chose to use the post office to do 
that sampling, that is a matter I think that is entirely different from 
mail matter and it is a new problem for the Post Office Department. 
I do not know what the figures are on it. If the cost is double, there 
are plenty of ways that sampling can be done without using the Post 
Office Department, but there are no other ways that you can carr 
third-class mail. There are no other ways that you can handle ssond. 
class mail except as they are doing, making bulk shipments to various 
points and making local distribution that way. 

My point is that the service is measurable and they should pay rates 
that would permit the use of the mails for those purposes. I am talk- 
ing about ordinary second- and third-class mail. 

The CrHarrman. Thank you very much. 

Mr. Lestnskr. Mr. Chairman, he did not answer my question. 

You say that the rates should be overall to include such mailing as 
I mentioned just now ? 

Mr. Grorce. No. This sampling is a new development of the 
Post Office Department as far as I know and it is a problem that I do 
not know a thing about and it is a problem that takes that sort of ship- 
ment outside of the cost factors that apply to literature, such as 
magazines. 

Mr. Lestnsk1. Tell me “Yes” or “No” then because I want to save 
time for yourself and the committee. 

In other words, forget what you said a little while ago. Do you 
think we should go, as I asked you before, over the whole problem 
of first-, second-, and third-class mail and take every item separately 
and evaluate each item upon its merits instead of saying third class 
should be 90 percent, and let us raise it, say, 40, 50, and 60 percent 
all the way across the board ? 
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Mr. Georce. No. 

Mr. Lestnskr. In other words, it should be valued per item? 

Mr. Grorce. I make no such suggestion. 

Mr. Lesinskt. It should not? 

Mr. Grorce. I make no such suggestion. I am trying to make this 
point: That rates on any form of mail should be within the usable 
cost of the person using that mail in a business way because there is the 
public-service angle in here that should be given consideration. Take, 
for instance, all of the things that other departments do and recover 
all the things that are measurable in cost. Some of them are free. 
None of them are anywheres near what the Post Office gets. 

Mr. Lestnsx1. You mean the salad dressing and cleansing powder ? 
Is that a service item ? 

Mr. Grorcr. I am saying that sampling is a type of mail and it is 
a new development as far as I know. I received one of those samples 
and it seemed peculiar to me that it came through the mail. I do not 
think it is necessary to have the Post Office Department engage in that 
sort of transaction. 

Mr. Lxestnsx1. Thank you. That is the answer I was seeking. 

The Cuarrman. Thank you very much, sir. 

Next we will hear from the Honorable John Taber, our colleague, 
and ranking minority member of the House Appropriations Com- 
mittee. We will be glad to hear from you, Representative Taber. 


STATEMENT OF HON. JOHN TABER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Taner. Mr. Chairman and members of the committee, I am 
here because I feel that the Post Office Department is running so far 
behind financially that it is a menace to our whole governmental 
solvency, with $850 million expected this year if the rates are not 
changed. It has been over 25 years since the first-class rates have 
been touched. It has been a good while since any others have been 
touched, and the prices of everything else have gone up. The cost of 
operating the Post Office Department has gone up, and although 
the delivery to the larger offices has gone down per item because each 
carrier has less territory to cover or less mileage to cover, neverthe- 
less, the pay costs have gone up 3 or 4 times and the other items of 
expense have gone up, including the transportation of mail. 

I can remember when I first served on the Treasury and Post Office 
Subcommittee. The transportation item was just about 10 percent 
of what it is now and everything else is in that situation. I do not 
see why the people who use the post office should not be prepared to 
pay what it costs. An increase of 1 cent on the first-class mail is not 
too heavy and I do not believe it will hurt the users. The increases on 
the second, third, and fourth classes that are included in H. R. 5836 
I do not believe are high enough so that it should unduly affect them. 
I think that the only fair thing that the Congress can do now is to 
increase the rates by the passage of that bill. It is a very modest 
increase, in my opinion, and while it would help to balance the budget 
of the Post Office Department, it will not tax the people more for the 
use of the Post Office Department than is necessary to meet the present 
costs. 

I think that is about all I can say at this moment. 
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The Cuarmman. Thank you very much, Mr. Taber. 

Are there any questions of Mr. Taber? 

Mr. Lestnsxt. Mr. Chairman, I have a few questions. 

The Cuarmman. Mr. Lesinski. 

Mr. Lestnsxr. Mr. Taber, I am glad to have you with us. With 
respect to the statement of raising rates, No. 1, is it not true that the 
taxpayers today will pay the increase and are presently paying for 
the additional cost out of pocket one way or the other ? 

In other words, it either comes out of the Federal Treasury, into 
which the taxpayers have to pay, or it will come out of the taxpayer’s 
pocket directly. 

Mr. Taser. That is correct. 

Mr. Lestnsxt. In other words, it still comes out of the pocket one 
way or the other? 

Mr. Taper. It does in one sense and in another sense it does not. 

Mr. Lestnsxki. You mentioned the drain upon the Federal Treasury 
in the amount of deficit we have at the present time. Under the 
Truman Administration the farmers received $200 to $300 million 
annual subsidy and today the last figure is an estimated $2.6 billion 
that farmers for 1956 received. 

Industry in the last 6 years has received $22.5 billion subsidy. When 
we are talking about subsidy, should we not be fair and say no subsidy 
should be given ¢ 

Mr. Taser. I would not think that is what is desirable to give 
subsidies for this particular purpose. The people who use the Post 
Office on a large scale have fixed their prices of the things that they 
sell or manufacture so that they cover their cost of Post Office items, 
and they would continue to do that. I do not think they would be 
hurt a bit. -I am in hopes that the Agriculture Committee will take 
up some of the measures that really could do away with a large portion 
of that farm subsidy. I believe the farmers affected would be helped 
and pleased by that approach. I think most of the other subsidies 
that we have are in the same category. 

Mr. Lesinsxti. Following that with just one more question, Mr. 
Taber, Congress has repeated many times that the Post Office Depart- 
ment is a service to the public. That of course did not include manu- 
facturing or, say, industry. There is a difference there between service 
and a product being produced for profit. That is the reason why we 
are concerned on this committee as to how high we should act on 
these rates. 

Mr. Taper. The only people who are substantially affected by the 
rates are largely the people who use the Post Office in large volume. 
The ordinary workingman, or the ordinary householder, or the ordi- 
nary farmer only pays out for postage a moderate amount and these 
other items are all thrown into the pigture of the costs of their manu- 
facture. We should provide the service of the Post Office and for that 
service the people that use it directly should pay. I do not believe that 
they really would object too much to that sort of thing. 

Mr. Lestnsxt. Thank you, Mr. Chairman. Thank you, Mr. Taber. 
Thank you very much. 

Mr. Porrer. Mr. Chairman, I would like to ask Mr. Taber whether 
the principle he enunciated last year and which he repeats here, namely, 
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that the users and the patrons of the Post Office should pay for the 
services they get, oneak also apply as between classes of mail. 

In other words, do you believe that the first class user of mail ought 
to pay for the service he gets in terms of the cost ascertainment figures 
of the Post Office, second class the same, and the third the same? 

Mr Taser. That is the proper way, in my opinion, to allocate the 
charges. 

Mr. Porter. Do you believe that this bill does that? 

Mr. Taper. I believe it comes nearer to it than anything that we 
have had for quite awhile. 

Mr. Porrer. And any change that may come nearer to that prin- 
ciple would meet with your approval ? 

Mr. Taser. I would think so. 

Mr. Porter. I would point out to the gentleman that in this bill, 
66 percent of the mail goes by first-class rate, which is at present 
first class, and is only responsible for 6 percent of the deficit. To 
some of us that seems like an unfair situation and these rates of 
course, as the gentleman recognizes, do not begin to put the full burden 
on second or third class, but rather, overcharge the first-class user. 
However, I gather from the principles that the gentleman stated last 
year and restates this year right now that you are in agreement that 
the user himself ought to pay for the service he gets. 

Mr. Taser. I would think that that would be fair. 

Mr. Porter. Thank you very much. 

The Cuarrman. Mr. Hemphill. 

Mr. Hempnitu. I might say to the gentleman that I enjoy sitting 
in Congress with him and I appreciate his long and able service to 
the Nation, and in that connection I am most interested in this par- 
ticular question. 

In view of your experience on the Appropriations Committee have 
you had occasion, sir, to study this cost ascertainment system ? 

Mr. Taner. Not within the last few years. I did go into it quite 
-arefully in the years when I was on that subcommittee. 

Mr. Hempuii. I just wondered, sir, what you thought about the 
cost ascertainment system so far as determination of such things as 
post office rates are concerned ¢ 

Mr. Taper. I think that you can punch holes in any cost ascertain- 
ment system, but you cannot punch holes in the overall picture and 
the overall financial result. You can tell what that is and you can 
tell something about what you would need to correct it. Frankly, 
I believe that this measure would tend to correct that particular situ- 
ation and I frankly would not want to say that the cost ascertain- 
ments were absolutely correct, except in the overall picture. The 
overall picture you cannot get away from. 

Mr. Hempuit. Thank you, sir. 

The Cuatrman. Thank you very much, 

Mr. Rees. We appreciate your coming, Mr. Taber. 

Mr. Taner. Thank you very much, gentlemen. 

The Cuarrman. The next witness is Mr. Thomas Haire, president of 
Haire Publications, New York City, representing the Associated Busi- 
ness Publications. 
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STATEMENT OF THOMAS HAIRE, PRESIDENT; ACCOMPANIED BY 
JOHN BABCOCK, SECRETARY, LEGISLATIVE COMMITTEE, HAIRE 
PUBLICATIONS, NEW YORK, N. Y. 


Mr. Haire. Mr. Chairman, may I have Mr. Babcock alongside of me 
at the table? He is the secretary of our legislative committee of our 
association. 

The Cuatrman. Mr. Haire, we have had the pleasure of hearing 
from you before in connection with postal rate legislation. 

Mr. Harre. Yes, sir. 

The Cuatrman. I am wondering if you could not put your state- 
ment, which you made last year, in the record, if that still maintains 
your ‘position, and then elaborate on anything: new so as to save time. 

Mr. Harre. I have my paper. My experience here last year was the 
first experience that I personally had and that our association had, 
and I must say I learned a lot from just sitting in these hearings and 
understanding what you Congressmen were trying to get at. I also 
as a result of that hearing got into better focus the postal problem from 
our own association point of view. 

My statement last year I still concur with. However, there are 
points in this statement bearing more directly and more specifically 
on the costs of distributing our magazines through the mails, which I 
think is an important distinction between us and other types. 

The Cuatrman. Will it be necessary for you to read your statement 
in full? Of course, it will be inserted in the record and then you 
can just highlight it or elaborate on any new points. 

Mr. Harre. I can highlight it. 

The CuHarrmMan. Your statement will be included in the record at 
this point. 

(The statement is as follows:) 


STATEMENT IN BEHALF OF ASSOCIATED BUSINESS PUBLICATIONS BY THOMAS B. 
HAIRE, PRESIDENT, HAIRE PUBLISHING Co. 


I am Thomas B. Haire, president of the Haire Publishing Co., Inc., publisher 
of specialized business publications. These publications are members of Asso- 
ciated Business Publications, Inc., and I am appearing in behalf of the 160 mem- 
bers of this association in respect to H. R. 5836. 

First of all, let me take a moment to describe Associated Business Publications 
to you. Associated Business Publications is a nonprofit trade association estab- 
lished in 1906. Its publication members are periodicals serving technical, indus- 
trial, professional, scientific, and merchandising fields. They are all entered as 
second-class matter. They meet all the requirements of the law, including the 
basic requirement that they be issued to a legitimate list of paid subscribers, and 
while I here represent only the membership of Associated Business Publications, 
there are roughly 1,000 business publications entered as second-class matter pub- 
lished in the United States. 

Second-class mail was established in 1879 to encourage the dissemination of 
information to the people of America. It was not established for the benefit of 
the publishing business. Congress, in setting up this special rate, made it pos- 
sible for a person who demonstrated a desire to receive a publication by the 
payment of a subscription price to obtain that publication at moderate cost. 
The adult educational material periodically supplied by publishers to interested 
subscribing readers through newspapers, general magazines, and business papers 
has contributed mightily to the development of America. The enlightened postal 
policy enacted into law in 1879 was a major factor in enabling the American 
people to become the best informed people in the world today. In our view, this 
is one of our country’s greatest strengths, greatest resources. 

Business papers have worked assiduously for a dynamic economy. Literally 
millions of ideas for new and improved products, processes, and methods have 








READJUSTMENT OF POSTAL RATES 309 


been given through the pages of our publications to millions of people who have 
subscribed to our publications to learn how to operate their business better or 
to get ahead in life by becoming more efficient in their jobs. Through our type 
of publications great stimulation has been given to many people to start their own 
businesses, and to run them profitably, thereby creating more taxable wealth. 

While business papers represent approximately 5 percent of the number of total 
pieces of second-class mail, the impact to these magazines on the national econ- 
omy is enormous. Without these vehicles of professional, marketing, trade, and 
scientific information as an adjunct to the successful functioning of our economy 
and our professions, it is problematical whether our Nation could have reached 
our present position of industrial leadership. Hence, any measurés which would 
impair their effectiveness (and drastic increases in postal rates could do just 
that) might result in losses to our economy of far greater significance than the 
deficit in our postal system. 

To further pinpoint for you our position within second class, let me say that 
the average paid circulation of business papers in our category is approximately 
17,000. Only a handful exceed 50,000 in size, and some are under 5,000. The 
average yearly gross income is somewhere between $200,000 and $250,000. 

Although in our industry we have a few large publishing houses, for the most 
part our business publications are essentially small businesses serving small 
business. The businesses served by our type of publications are essentially 
small simply because there are relatively few large businesses in America. In 
addition, the small-businesses man need our type of publications more because of 
the very fact that he is a small-business man. 

Let’s take a look at what a business publication does. It entertains not at all. 
It is subseribed to and read, not because businessmen enjoy reading them, but 
because they really have to if they are to keep abreast of what’s going on in their 
industries. The businessman who doesn’t know what is happening in his own 
business is not apt to stay in business long. 

Because the circulations of our publications are small, we are unable to use 
alternate points of entry. This means that a magazine printed in New York 
and traveling to California goes through the mails into the eighth zone. Large 
circulation magazines have found it practicable to ship copies by freight, say to 
Omaha, and there to deposit them in the mails for local-zone distribution, thus 
saving zone rates from New York to Omaha. Because zone rates are applicable 
on the advertising portion, the postage from New York to California for a business 
magazine is very high per copy. As will be seen later, this is one reason why 
business publications are already paying an average high cost per copy. 

Whenever the subject of postal rates comes up, the tendency is to deal in 
generalities, which makes it difficult to pinpoint the real cause of the deficit. 
I will try to be specific. Suppose, gentlemen, that you were a publisher of the 
type of magazine for which I speak today. Imagine that you have just read 
about the postal problem in the newspapers. You check your records to see 
how much you are paying for second-class postage and find that your magazine 
is paying a high rate of 4 cents per copy because (1) it carries substantial and 
necessary proportions of advertising, (2) is mailed from only one point of 
entry, and (3) is precluded from newsstand sales by the very nature of the 
magazine. 

Assuming you found these facts out and then learned that, according to the 
Post Office Department figures, the average cost of carrying one piece of second- 
class mail by the Post Office Department is 4% cents per copy, would you not 
wonder why you were asked to pay drastic postage rate increases when your 
publication was in a group, or category, that was at least going far toward paying 
its own way, if not more than paying its own way? 

Here are illustrations of what we are talking about. This copy of Infants’ & 
Children’s Review paid more than 6 cents to go through the mails; this copy 
of Housewares Review paid over 5% cents; this copy of Toys and Novelties 
paid close to 6 cents. It is true that there are some business papers which do 
not pay as much, but the average postage per copy in our association is $0.04 
per copy. That means that some members of our association are paying almost 
400 percent more than what the Department states is the average revenue re- 
ceived per piece of second-class mail. 

Consider now that the Department’s computation of 4% cents as the cost 
of carrying one piece of second-class mail gives no discount for deferred service. 
The point can be discussed until doomsday, but the fact remains that second- 
class mail for our type of magazine is handled in second-class fashion. While a 
first-class letter is immediately delivered, it takes considerably longer to deliver 
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second-class mail, sometimes taking as long as 10 days to 2 weeks. In 1953, 
Mr. Stans first enunciated his policy of a discount for deferred service. Chart 
12 accompanying his testimony last week shows $0.045 as the cost of mailing one 
piece of second class. But this made no allowance for deferred service. Con- 
sidered from this point of view, we, as a group, are not doing too badly with the 
figure of $0.04 per copy. Many of us are paying more than “the fair share” that 
Mr. Stans asks that second class pay. This chart illustrates our point clearly. 

Finally, remember that the approximate $75 million cost for delivery of the 
exempt publications and free-in-county is included in computing the mailing cost 
of one piece of second-class matter. The cost figure of $0.045 was arrived at, I 
understand, by dividing the total number of second-class pieces into the total 
eost of second-class mail. But these two overall figures, total pieces and total 
costs, include the exempt publications. Thus we, and other full-paying second- 
class users, are given no credit for what we contribute to the costs of carrying the 
exempt publications, many of which are competing with us. 

However, we publish business publications for people in business. Further- 
more, we are businessmen ourselves and, as such, we realize that the Post Office 
has the ever-present job of coping with rising costs, just as all of us have. 
Therefore, let us say here and now, and for the record, that we do not oppose 
what we consider to be reasonable second-class rate increases imposed in an 
orderly, businesslike manner so that we, as publishers and businessmen, can 
adjust to them. Howeevr, the present proposals are not, in our opinion, 
reasonable. 

Any increase whatsoever will create hardship for many business publishers. 
Some are better able to afford it than others. Some cannot afford it at all. 
Make no mistake about it, any increase will be felt, and felt keenly. 

Magazine publishing, particularly business-magazine publishing, is not a lush 
business. We have had to carefully control our costs to stay in business. Com- 
petition is intense and acute. Not only do we compete with other magazines, 
but we compete for the reader’s time—with television, radio, and other forms 
of public expression. There are recent signs of unrest in the magazine-pub- 
lishing field, unrest caused by the severity of this competition. 

We, therefore, feel that the proposed increase of 60 percent over 4 years is 
beyond our ability to absorb without severe dislocation, and should not be passed 
by Congress. 

We respectfully hope that this committee will not propose any amendment 
which distinguishes further between text and advertising. We are already 
paying rates on the advertising portions of our publications several times higher 
than the text portions, and the traditional relationship should be maintained. 
To further increase this differential would only represent a most serious tax on 
advertising—a tax which will tend to restrict advertising volume in the face of 
severe competition from television and radio. Advertising budgets are not 
accordions which can be everlastingly stretched. 

On the matter of postal policy, we are much encouraged by title II. There 
are things we agree with in it—there are some things with which we disagree. 
There is a great difference of opinion about the cost ascertainment report being 
used as a basis for making rates. We think it should be clearly stated that it 
is a guide and nothing more. Moreover, in view of the directive to the Post- 
master General to make periodic rate reviews, we think it would be most incon- 
sistent to pass any 4-year rate bill when section 203 (b) calls for the Postmaster 
General to review the rate situation every 2 years, commencing in 1959. 

To sum up our position: 

(1) We are, in the main, small business serving small business. 

2) We must use the mails. There is no alternate method of distribution. 

(3) Many of us are already paying what the Post Office says it costs to carry 
one piece of second-clas smail, especially when the discount for deferred service 
is applied. 

(4) We would not oppose a “reasonable” second-class increase extended over 
a definite period and we do not think that a 60 percent increase is reasonable. 

(5) We believe that the postal policy which is adopted should declare that 
the post office is essentially a public service and that the cost of the public- 
service features be realistically and fairly defined. We also believe the Con- 
gress should determine what part of the cost of maintaining this public service 
should be paid by the users of the mails and what part should be paid out of 
the general funds. 

Mr. Chairman and members of the committee, may I thank you for your 
courteous attention, and assure you that the Associated Business Publications 
wishes to cooperate fully with your committee in trying to resolve this problem. 








READJUSTMENT OF POSTAL RATES 311 


SECOND CLASS MAIL 


CENTS AVERAGE REVENUE and COST PER PIECE - 1956 





YEAR 1956 


MEMBER PUBLICATIONS—ASSOCIATED BUSINESS PUBLICATIONS, FEBRUARY 1956 


Advertising Age 
Advertising Agency 
Air Conditioning & Refrigeration News 
American Artisan 
American Aviation 
American Brewer 
American Builder 
American Business 
American Fur Breeder 
American Gas Journal 
American Lumberman and Building Products Merchandiser 
American Machinist 
American Perfumer and Aromatics 
American Printer & Lithographer 
Architectural Forum 
Architectural Record 
Audio 
Automotive News 
Aviation Week 
Bakers Weekly 
Baking Industry 
Billboard, The 
Blast Furnace and Steel Plant 
Building Specialties & Home Improvement Dealer 
Buildings—The Magazine of Building Management 
Business Education World 
Bus Transportation 
Canner and Freezer, The 
Chain Store Age— 
Administration edition 
Drug executives’ edition 
Drugstore managers’ edition 
General merchandise variety store executives’ edition 
Grocery executives’ edition 
Grocery managers’ edition 
Variety store managers’ edition 
Chemical Engineering 








312 READJUSTMENT OF POSTAL RATES 


MEMBER PUBLICATIONS—ASSOCIATED BUSINESS PUBLICATIONS, 


Continued 
Chemical Week 
Coal Age 
Construction Methods and Equipment 
Control Engineering 
Corset & Underwear Review 
Cotton Trade Journal, The 
Crockery & Glass Journal 
Diesel Power 
Display World 
Editor & Publisher 
Electrical Construction and Maintenance 
Electrical Merchandising 
Electrical West 
Electrical Wholesaling 
Electrical World 
Electronics 
Engineering and Mining Journal 
Engineering News-Record 
Export Trade and Shipper 
Factory Management and Maintenance 
Fibre Containers and Paperboard Mills 
Fire Engineering 
Fleet Owner 
Food Engineering 
Food Packer 
Footwear News 
Furniture Retailer 
Gas Age 
Geyer’s Dealer Topics 
Gift and Art Buyer, The 
Giftwares 
Glass Digest 
Glass Industry, The 
Handbags & Accessories 
Heating, Piping & Air Conditioning 
Hospital Management 
Hotel Monthly, The 
Liouse & Home 
Housewares Review 
Ice Cream Trade Journal, The 
Industrial Design 
Industrial Distribution 
Industrial Marketing 
Infants’ & Children’s Review 
Inland Printer, The 
Interior Design 
Interiors 
Lamp Journal 
Linens & Domestics 
Log, The 
LP-Gas 
Luggage & Leather Goods 
Lumberman, The 
Manufacturing Confectioner, The 
Marine Engineering 
Materials & Methods 
Men’s Wear 
Mining World 
Modern Brewery Age 
Modern Packaging 
Modern Plastics 
Motor 
National Cleaner & Dyer, The 





FEBRUARY 


1956— 








READJUSTMENT OF POSTAL RATES 


MEMBER PUBLICATIONS—ASSOCIATED BUSINESS PUBLICATIONS, FEBRUARY 1956— 


Continued 
National Petroleum News 
National Real Estate and Building Journal 
National Rug Cleaner 
Notion & Novelty Review 
Nucleonics 
Office Appliances 
Office Management 
Oil and Gas Journal, The 
Pacific Builder and Engineer 
Pacific Fisherman 
Pacific Laundry & Cleaning Journal 
Pacific Work Boat 
*acker, The 
Paper Sales 
Paper Trade Journal 
Petroleum Engineer, The 
Petroleum Processing 
Petroleum Refiner 
Petroleum Week 
Photo Dealer 
Pipe Line Industry 
Poultry & Eggs Weekly 
Power 
Printers’ Ink 
Product Engineering 
Progressive Architecture 
Pulp & Paper 
Railway Age 
Railway Locomotives and Cars 
Railway Signaling and Communications 
Railway Track and Structures 
Rock Products 
Sales Management 
Savings Bank Journal 
Signs of the Times 
Sports Age 
Standard Rate and Date Service 
Business publication rate and data 
Consumer magazine rate and data 
Newspaper rate and data 
Spot radio rate and data 
Starchroom Laundry Journal 
Supermarket News 
Textile World 
Thomas’ Register of American Manufacturers 
Tide 
Timberman, The 
Toys & Novelties 
Traffic World 
Vend 
Wastes Engineering 
Water & Sewage Works 
Water Works Engineering 
Welding Engineer 
Western Advertising 
Western Baker 
Western Canner and Packer 
Wines & Vines 
Wood and Wood Products 
World Oil 
DAILY BUSINESS NEWSPAPERS 
American Metal Market 
Daily News Record 
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MEMBER PUBLICATIONS—ASSOCIATED BUSINESS PUBLICATIONS, FEBRUARY 1956— 
Continued 
Retailing Daily 
Women’s Wear Daily 
ASSOCIATE MEMBERS 


University of Minnesota 
University of Missouri 
Montana State University 
Northwestern University 
Syracuse University 
University of Wisconsin 

Mr. Harre. All right, sir. 

The Cuarrman. You may elaborate as you see fit. Stress any new 
points that you wish to raise. 

Mr. Haire. Yes, sir; I will do that. My opening paragraph is for 
the purposes of identification. 

I am Thomas B. Haire, president of the Haire Publishing Co., Inc., 
publisher of specialized business publications. These publications are 
members of Associated Business Publications, Inc., and I am appear- 
ing in behalf of the 160 members of this association in respect to 
H. R. 5836. 

The Cuatrman. How many of them that you publish are your own 
publications? Last year you said 12. 

Mr. Harre. That is right. 

The Cuarrman. And the same number this year? 

Mr. Harre. Yes, sir; 12. I think it would be shorter if I read it. 
It is not long. 

The Cuarrman. All right, sir. 

Mr. Harre. First of all, let me take a moment to describe Associated 
Business Publications to you. Associated Business Publications is a 
nonprofit trade association established in 1906. Its member publica- 
tions are periodicals serving technical, industrial, professional, scien- 
tific, and merchandising fields. They are all entered as second-class 
matter. They meet all the requirements of the law. In fact, one of 
the requirements of membership in our association is that the pub- 
lisher must qualify for second class. 

The Cuatrman. Will you identify some of your publications for 
the record? 

Mr. Haire. These are some of my own. This is Infant’s and Chil- 
dren’s Review, going to hardwares and houseware retailers; Toys and 
Novelties, going to toy stores, and toy wholesalers. Here are some 
that are not my own: Building Specialties, Modern Packaging, Fac- 
tory, and Industrial Design. 

Mr. Rees. Do people subscribe to those ? 

Mr. Hatre. Of course, they are second class and they are all sub- 
scribed to. They are all paid circulation publications. 

We feel business papers have worked assiduously for a dynamic 
economy. Literally millions of ideas for new and improved products, 
processes, and methods have been given through the pages of our 
publications to millions of people who have subscribed to our publica- 
tions to learn how to operate their businesses better or to get ahead in 
life by becoming more efficient in their jobs. Through our type of 
publications great stimulation has been given to many people to start 
their own businesses, and to run them profitably; thereby creating 
more taxable wealth. : 
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While business papers represent approximately 5 percent of the 
number of total pieces of second-class mail, the impact of these maga- 
zines on the national economy is enormous. Without these vehicles of 
»rofessional, marketing, trade, and scientific information as an ad- 
junct to the successful functioning of our economy and our profes- 
sions, it is problematical whether our Nation could have reached our 
present position of industrial leadership. Hence, any measures which 
would impair their effectiveness—and drastic increases in postal rates 
could do just that—might result in losses to our economy of far 
greater significance than the deficit in our postal system. 

Now, I want to pinpoint our position within the second class and 
the reason I want to do that is I become more and more impressed with 
the wide diversity of publications included in the second class, so that 
when figures are average publications like ourselves get lost in the 
averages and they bear really no sensible or understandable relation- 
ship to many of the things that are carried in the second class. This 
is the big difference in my presentation to you this year. 

The average paid circulation of a business paper in our category is 
approximately 17,000. 'That is a small circulation and we call our- 
selves small magazines, but we are not pamphlets and I think there is 
some confusion as to what is a small magazine. 

From the presentation you heard yesterday there was reference to 
small magazines, and we are certainly small in circulation, but as 
I intend to show you, we pay more for postage in second class than, 
possibly, I think other users of the second class. Only a handful of 
our publications exceed 50,000 in circulation. Some are under 5,000. 

The average gross income from advertising and circulation is some- 
where between 200,000 and 250,000. Although in our industry we 
have a few large publishing houses, for the most part our business 
publications are essentially small businesses serving small business. 
The businesses served by our type of publications are essentially small 
simply because there are relatively few large businesses in America. 
In addition, the small-business man needs our type of publications 
more because of the very fact that he is a small-business man. 

Here is the thing I want to emphasize: 

Because the circulation of our publications are very small, we are 
unable to use alternate points of entry. This means that a magazine 
printed in New York and traveling to California goes through the 
mails into the eighth zone. It is the only way these magazines can be 
delivered. 

Large-circulation magazines have found it practicable to ship copies 
by freight, say to Omaha, and there to deposit them in the mails for 
local zone distribution, thus saving zone rates from New York to 
Omaha. Because zone rates are applicable on the advertising portion, 
the postage from New York to California for a business magazine is 
very high per copy. 

Mr. Rees. How high? 

Mr. Harre. I have one publication that pays about 85 cents. It 
happens to be an especially big issue. This publication here, I figured 
out, pays an overall average of 5 cents per copy. That is the March 
issue. 

Mr. Rees. Can you send that from New York to Los Angeles for 
5 cents? Is that all it costs? 
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Mr. Harre. Five cents? 

Mr. Rees. Yes. 

Mr. Harre. This is only an average. I have not got the accurate 
figures, but I would judge this is about a pound. I would judge that 
this costs about 10 cents to California. 

The Crarrman. What percentage of it is advertising? 

Mr. Hatre. The percentage of advertising in this would be about 
60 percent; 60-40. 

The CHairmMan. How does advertising run, generally, in comparison 
to reading matter, in your other publications ¢ 

Mr. Haire. That formula follows pretty well. 

The CHarrMan. Sixty percent advertising / 

Mr. Hare. Yes, and 40 percent editorial. 

Whenever the subject of postal rates come up, the tendency is to 
deal in generalities, which makes it difficult to pinpoint the real cause 
of the deficit. I will try to be specific. 

Suppose, gentlemen, that you were a publisher of the type of maga 
zine for which I speak today. Imagine that you have just read about 
the postal problems in the newspapers. You check your records to 
see how much you are paying for second-class postage and find that 
your magazine is paying a high rate of 4 cents per - copy—which is 
true of our whole assoc iation—first, because it carries substantial and 
necessary proportions of advertising, and second, it is mailed from 
only one point of entry, and third, is precluded from newsstand sales 
by the very nature of the magazine. 

Assuming you found these facts out and then learned that accord- 
ing to the Post Office Department figures, the average cost of carry- 
ing one piece of second-class mail by the Post Office Department is 
414, cents per copy, would you not. wonder why you were asked to 
pay drastic postage rate increases when your publication was in a 
group, or category, that was at least going far toward paying its own 
way, if not more than paying its own way ? 

Here are illustrations of what we are talking about, and I have 
just showed you this publication average per piece cost of mailing. 
This one was 6.6 cents. This one was, I think, 5.5 cents, and the 
other was 5.6 cents. 

Consider now that the Department’s computation of 414 cents as 
the cost of carrying 1 piece of second-class mail gives no discount 
for deferred service. The point can be discussed until doomsday, 
but the fact remains that second-class mail for our type of magazine 
is handled in second-class fashion. While a first-class letter is imme- 
diately delivered, it takes considerably longer to deliver second-class 
mail, sometimes taking as long as 10 days to 2 weeks. In 1953, Mr. 
Stans first enunciated his police y of a discount for deferred service. 
Chart. 12 accompanying his testimony last week shows $0.045 as the 
cost of mailing 1 piece of second class. But this made no allowance 
for deferred service. Considered from this point of view, we, as a 
group, are not doing too badly with the figure of $0.04 per copy. 
Many of us are paying more than “the fair share” that Mr. Stans 
asks that second class pay. I have a chart here which illustrates 
this point clearly. This chart was made from Mr. Stans’ chart. 

Here is the 41% cents, the 4 cents we pay, and the post office average 
revenue per piece of less than 1 cent, so that we are paying certainly 
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more than the average user in the second class and we are coming 
close to on the average the figure that Mr. Stans used of 414 cents. 

We publish business publications for people in business. And as 
such, we realize that the post office has the ever-present job of coping 
with rising costs just as all of us have. 

Therefore, let us say here and now, and for the record, that. we do 
not oppose what we consider to be reasonable second-class rate 
increases imposed in an orderly, business-like manner so that we, as 
publishers and businessmen, can adjust to them, However, the present 
proposals are not, in our opinion, reasonable. 

Mr. Jomansen. Mr. Chairman. 

The Cuarman. Mr. Johansen. 

Mr. Jonansen. I wonder if I may interrupt at this point. I don’t 
want to anticipate what you are developing, but do you subsequently 
indicate what you do regard as a reasonable second-class rate increase ? 

Mr. Haire. Do I say it in the statement ? 

Mr. JoHANSEN. Yes. 

Mr. Haire. No, sir; I do not. 

Mr. Jonansen. Would you care to comment on that point? 

Mr. Haime. I can tell you that we have our meetings. We come 
down to discuss our position. We feel you are going to set the rates 
and not ourselves. Nobody gave me something definite that I should 
say to you as to what you should do. We have discussed what we 
thought we should do and I will be perfectly frank in saying that we 
are hopeful that no increase will be more than 10 percent per year. We 
are hopeful that the increases can be for as short a number of years as 
possible, because we have to project our operations into the future. 
We are selling subscriptions that go into the future and we do not 
want to commit ourselves at this time to cost increases that are going 
to be dragging for years. I think I can average out what 160 people 
thought. Some of them just do not want any increases at all. 

The Cuairman. That is natural, of course. 

Mr. Haire. However, the average opinion I think among the busi- 
hess papers, is that we are business counselors to business people and 
Wwe recognize rising costs as much as anybody, but we also recognize 
that there are public service features in. the postal operation that have 
not been identified. In fact, there is such a wide discrepancy between 
what the Post. Office Department says and that recent report which I 
have not read, but in which I understand the figure is high. Some- 
where in between there is the public-service-feature cost of the Post 
Office Department. 

Mr. Creperserc. Would the gentleman yield ? 

What is that magazine you have in front of you? 

Mr. Harre. Building Specialties. 

Mr. CrperBerG. How long has that been published ? 

Mr. Hater. I could not answer that question. This is not my 
magazine. 

Mr. Ceperpera. Take one of yours, 

Mr. Hatre. This is about 30 years old. 

Mr. Crperserc. Ten years ago did you have the same public-service 
features in that magazine that you have today ? 

Mr. Hatrr. It is an improved magazine. 
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Mr. Creprerserc. I mean essentially it went to the same people and 
it provided the same public service 10 years ago that it does today; 
is that correct ? 

Mr. Hare. Yes, sir. 

Mr. Ceperserc. The cost to the Department for that public-service 
feature was considerably less 10 years ago than it is today, is that cor- 
rect, because of the increased costs of the Post Office Department ? 

Mr. Haire, Yes, sir. 

Mr. Creperserc. Would you say that that magazine ought to absorb 
the increased cost of the public service items in proportion to the other 
costs of the Department and ought to be reflected in the rates for that 
magazine ? 

Mr. Harre. Let me answer that this way, sir: If, as Mr. Stans said 
just last week, the average cost of distributing a piece of second-class 
matter is 414 cents, and if this publication is now paying an average 
cost of 5.6 cents, then I am not sure that this magazine should get that 
series of jumps on a percentage basis, when this magazine now 1s more 
than paying the per pire cost that Mr. Stans is talking about. 

Mr. Crepersere. I have seen so many charts that I am becoming com- 
pletely confused. You can do almost anything with charts. 

Mr. Hamre. Yes, sir. 

Mr. Cerpersera. It is obvious that the deficit in the Post Office 
Department has gone up considerably, say, in the last 10 years. We 
could go back 30 years with that particular publication. Yet the rate 
that you pay to send that publication through the mail is substantially 
the same as you sent it through at 10 years ago. 

Mr. Harre. At the rate of nhvietes. this magazine is much closer 
to paying its way now than it was 10 years ago because it is a heavier 
magazine. It has a larger advertising content, and it is up now ona 
per piece basis higher than it was before. 

Mr. Ceprerserc. What are you in business for ? 

Mr. Hamre. I personally ? 

Mr. Ceperserc. To make a profit, I would assume. 

Mr. Harr. Yes. 

Mr. Ceprerserc. You are not sending that magazine just as a public- 
service item. You are selling that magazine for a profit. 

Mr. Hare. That is right. 

Mr. Ceperserc. That is normal and perfectly all right. How much 
did you charge for an advertising page in that magazine 10 years ago! 

Mr. Harre. I would guess that the advertising rates on this maga- 
zine are probably up about 20 percent. 

Mr. Crepverserc. From 10 years ago? 

Mr. Harre. Yes. 

Mr. Ceprrserc. That is abnormally low, I might say, by compari- 
son to most other magazines, so I understand. 

Mr. Hatre. You have me guessing. You have to understand that 
the people that use this publication are small manufacturers. They 
cannot afford, most of them, to use high-priced, big-circulation maga- 
zines. The average man that uses this pays at the rate of about $300 a 
page, but the initial costs of laying it out as a magazine are the same 
as a large magazine. The only trouble with this is that there are just 
not enough infants and children’s wear dealers in America to build 
up a million circulation. 
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Mr. Ceprreerc. Talking about the public-welfare item in that par- 
ticular magazine, the public welfare as far as I am concerned is cer- 
tainly indirect to me personally, but it is direct to.the individual who 
receives the magazine and it is direct to you because you derive a 
profit from the magazine, and if it were not for the Post Office De- 

artment’s existence you would not derive a profit from it; and all 

other costs in publishing the magazine, the paper costs, your litho- 

graphing, and other work, art work, have gone up substantially. 
our advertising rates have gone up substantially. 

Yet you object to what I think is a very minimal increase as pro- 
posed in this bill. 

Mr. Harre. Mr. Cederberg, we are not here to oppose an increase, 
but when you add a percentage increase across the board, the dis- 
crepancy becomes greater. Maybe I can illustrate it by saying I 
understand there are pieces of second-class matter that are going 
out at a cost of one-eighth of a cent, and that is because you have 
decided in Congress that these people should get the benefit of this 
break for public service reasons. However, it is a horse of a different 
color here. This is now paying on a per piece basis more than Mr. 
Stans says that the average cost of mailing is, so if this is more there 
must be a substantially large number of pieces that are less. 

Mr. Ceperserc. Of course you can realize that when you are dealing 
with an area as large as second-class matter, a complete class of mail, 
you are going to have differentiations in various pieces that go through 
the mail in that particular class. You cannot buy that at a news- 
stand. It would not have any value there. 

Mr. Harre. No, sir. 

Mr. Cxeperserc. Do you have different subscription rates occasion- 
ally? Do you have a deal like many large magazines do? “If you 
subscribe for so many years we will give it to you for a reduced cost,” 
and so forth. 

Mr. Hatrre. Yes, we do. 

Mr. Creperserc. Are you discriminating between the fellow who 
pays the high price and the fellow who pays the low price ? 

Mr. Harre. No, we do not, because the same offer is available to 
everybody. We, incidentally, because of the highly specialized na- 
ture of these magazines must solicit all our subscribers by mail. We 
are reasonably big, but we are not a big outfit. We are reasonably big 
users, though, because of that very factor of third-class mail in solici- 
tation, of first-class mail in solicitation, to sustain this as a paid circu- 
lation publication that will qualify for second class. 

Mr. Crperserc. I do not want to belabor my point and infringing 
on the gentleman’s time, but my only point is this: That the rates were 
too high 10 to 15 years ago or they are too low now, one of the two, 
in view of the costs of the Department. 

Mr. Haire. Let me put it to you this way: I want you to understand 
that I am here trying to represent an industry that realizes that some 
increases are in order. We want to distinguish very distinctly be- 
tween this type of publication and the small publication that pays 
a fraction of a cent. We do not want to talk against any other class 
within the second class. We simply want you to realize that these 
papers are paying for the most part as much as, or nearly as much as, 
or more than the per piece cost that the Post Office Department is 
talking about. 
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Mr. Jonansen. Mr. Chairman, may I ask one more question at that 
point 

The CuarrMan. Very well. 

Mr. Jouansen. As I follow your argument you are saying that 
your particular type of mailing within second class cannot or should 
not have imposed on it a rate of increase, say, above 10 percent. Are 
you suggesting that there are other types of m: ailing within the second 
class which could more properly have a higher increase? Are you 
suggesting that we have to break this second class down into a half 
dozen or 2 dozen types of mailings and adjust the increases within 
those categories ¢ 

Mr. Haire. Not necessarily, sir. All I want is for you to under- 
stand that there are business papers within the second class and that 
we are not free loaders. 

Mr. JoHansen. If you concede that there is an increase in order 
for second-class mail due to the increased costs, what practical sugges- 
tion have you for this committee as to how we can tackle the con nplex 
problem and deal with some degree of fairness and equity to all cate- 
gories of mailers within the second class? 

Mr. Hatre. Let me answer that this way: You used the term “10 
percent.” I believe that our group would feel that 10 percent over 
3 years would be something we could adjust to and would give some 
additional income to the Post Office. 

Mr. JoHansen. You mean a total of 10 percent, or 10 percent per 
year ? 

Mr. Hatre. Thirty percent over 3 years, but given to us in lumps 
of 10 percent, so that we could adjust to it. 

Getting to your question, you gentlemen on this committee know 
that there is this wide e scope of types of periodicals within the second 
class. Some of them are going at a fraction of a cent per piece. Some 
of them are going at 6, or 7, or 8 cents. I suspect that this particular 
publication here is probably close to 8 cents. I do not know its figure, 
but I just can feel the weight and estimate it. If you decide that all 
of the things that are gomg at a fraction of a cent should continue to 
go at. a fraction of a cent, then I think that ought to be recognized 
as a public-service feature, because obviously anything that goes at 
a fraction of a cent per piece cannot pay its way. By the same » token, 
I think it was Mr. Rees last year who asked me did I think that we 
should pay our way, and I think I replied that I thought we should. 
I did not know at the time whether we were. One of the reasons why 
I am here with a different story this year is we spent a lot of time 
trying to find out how close we did come to paying our way, just 
how far off were we, because last year I was not as specific as I would 
have liked to have been. I will never be an accountant. I would 
starve to death trying to be an accountant and I would certainly not 
argue with the Post. Office Department, with Mr. Stans, who is a 
genius, in my opinion. 

However, I take his figure and I just take my own costs, and that is 
something I can understand and that is the basis on which I am here. 
You gentlemen have the struggle, and it is a tough one, I know. 
We only represent 5 percent. This type of public ation only rep- 
resents 5 pereent of second class. However, this 5 percent comes 
reasonably close to paying its way. There is another 95 percent that 
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must be contributing substantially to this second-class cost factor. 
Some of that I know is definitely public service and some of those pub- 
lications I know should go and should get postal benefits. I believe 
that. 

However, I think that we ought to face up to just which of them we 
are giving public benefit breaks to and not charge all of the second class 
with this staggering deficit. 

Mr. JouaAnsen. Then your answer to my question is “Yes,” that 
there should be differentiation in the increases within the second class 
as to types of magazines ? 

Mr. Harre. There should be an understanding of it. I am not sug- 
gesting that there should be anything different. I am suggesting that 
maybe. the deficit is something that we will have to put up with. The 
public-service features all through Washington here—I do not get 
any direct. benefits from the Department of Agriculture. 

Mr. Jomansen. Of course you do not do business with the Depart- 
ment of Agriculture in an identifiable use of the service that corres- 
ponds in any way to the identifiable use and benefit that you get from 
the postal service. 

Mr. Harre. That is true. 

Mr. Jonansen. I object to the comparison of departments and think 
it is unrealistic. 

Mr. Haire. That popped into my head, but there are a lot of Govern- 
ment expenses that none of us feels directly. 

The Cuairman. We have other witnesses here this morning and all 
of them are from out of town. We cannot accord each witness un- 
limited time, Of course we would like to, but if we do not finish with 
these witnesses this morning, in view of the fact that they are from 
out of the city—some from ‘Ohio, and most of them from New York 
City—we will have to have a session tomorrow. 

Mr. Harre. I can sum up. 

Mr. Lestnsxt. I have one question, Mr. Chairman. 

The CHatrMan. All right. 

Mr. Lestnskr. Mr. Haire, you claim that your magazine pays its 
way. Let us use that for a base. We will say ‘that is a fact. Is it not 
true that labor, as Mr. Stans has projected, is the biggest portion of 
the expense of the Post Office Department ? 

Mr. Hatre. That is my understanding. 

Mr. LestNski. With regard to the per piece item, regardless of how 
big or how small, the cost is approximately the same to handle as 
far as labor is concerned, but not as far as weight when you ship, so 
that the base that we might think about is the per piece item and 
then project on top of that, to be fair to all publications, the cost 
of transportation. Do you think that is ; fair proposal ? 

Mr. Hatre. It is a new thought, sir. I do not know whether or not 
that thought has ever been considered in this Postal Committee or in 
the Post Office. I really do not feel qualified to sit here and say I 
think that is a swell idea because I just do not know. 

Mr. Lestnskt. It takes very little more time to handle a big maga- 
zine than a small magazine. 

Mr. Hare. I would think so; yes, sir. 

Mr. Lestnskt. Thank you, Mr. Haire. Thank you, Mr. Chairman. 

The CHatrman. Are there any other questions? 
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Mr. Corsert. I did want to correct one thing. I think the gentleman 
was misunderstood in his attempt to show the public service factors 
as being a charge levied against your particular type of publication 
that you are carrying and I thought your references to that had been 
confused, because they were intimating that you were trying to show 
public service in your magazine when I thought the gentleman was 
trying to show that the cost of handling his magazine reflected certain 
public service features that should not be charged against it; is that 
not correct ? 

Mr. Hatre. That is correct, sir. I am glad you brought that up. 
I did not mean to represent that our country would go downhill fast 1f 
any one of those publications of mine, anyway, were to go out of 
business. I think they are very good magazines and perform very 
good service, but I think the important thing here is that a subscriber 
says to us, “Please send us your magazine through the mail.” They 
know they cannot get it through the newsstands. The subscriber says 
to us, “Please cond us your magazine through the mails and here is 
our $3,” and we put the magazine in the mail. 

I think very frequently the term “user of the mail” is used to imply 
that the second-class publisher is the only user of the mails here. The 
only way this magazine can get to the subscribers is through the mails, 
and it is the subscriber in this case, in the case of a paid circulation 
publication, who is the user of the mail, and we, at his instruction and 
when we receive his subscription contract, agree to 12 months of the 
year to put a magazine in the mail to him. 

Mr. Ceperserc. Only after you have solicited him does he put that 
in the mail. 

Mr. Haire. That is right. 

The Cuamman. Thank you very much. 

Mr. Hempuitt. I just wondered if some of the testimony from last 
year can be included. It will save me asking some questions. I refer 
to the bottom of page 274 of last year’s testimony, the first 15 lines 
on page 276, and the last 10 lines of page 280 of last year. 

The Cuarrman. Yes,sir. That will be made a part of his testimony 
this year. 

(The information is as follows :) 

* * * * * * « 


Mr. Rees. You talk about policies and you talk about being realistic, and all 
of that, but the fact remains, does it not, that the taxpayers of the country are 
subsidizing the particular mail you are talking about by a considerable amount 
of money? ‘That is correct, is it not? You agree to that, do you not? 

Mr. Harre. I agree. Well, I do not feel—I do not agree that it is a direct 
subsidy to publishers. I think that it is something that was done by the leaders 
of our country back long before they could envision an economy like this. 

* * * Ed * x ¥ 


Mr. Harre. I guess that is possible, and I would feel that if we could get— 
and I am not prepared to go along this way—I would say that if we could get 
a clear-cut definition of postal policy that promised that for a certain few years 
anyway we would have a postal policy that would guide the public’s thinking 
about where magazines stand and get this business of the public’s feeling that this 
is a subsidy to magazines—I do not think that was in the minds of anybody 
when postal policy was formed. 

Mr. Rees. You do not think it was intended in those earlier days you talk about 
that the Government would be subsidizing business magazines by the millions, 
Is that what you mean? 
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Mr. Harre. Well, to put it the other way, back in the early days they were 
trying to tie the country together with a postal system. They were trying to 
educate people in all parts of the country. 

Mr. Rees, That is right. 

* * * * = ¥ * 


Mr. Crprerserc. Obviously, you would not come down here to appear in favor 
of increases in costs of your operation, because that is not normal. Normally, 
you want to keep your costs as low as you can. 

Mr. Harre. That is right. 

Mr. Ceprerpera. Just as a matter of an assumption, Mr. Alexander brought up 
the question of whether or not the policy should be 60 percent. Let us assume 
that the policy is decided at 60 percent. Would you then favor that additional 
cost to be applied to your publication all at one time? 

Mr. Harre. Oh, no; God no. 

« * * a cd x * 

The Cuatrman. The next witness is Mr. S. F. Maffia, representing 


William H. Wise & Co., Inc., book publishers, of New York City. 


STATEMENT OF SALVATORE F. MAFFIA, CIRCULATION DIRECTOR, 
WILLIAM H. WISE & CO., INC., NEW YORK, N. Y. 


Mr. Marria. Mr. Chairman and members of the committee, my name 
is Salvatore F. Maffia. I am circulation director of William H. Wise 
& Co., Inc., mail-order book publishers, located in New York City. 

The primary reason for this statement is to protest against any 
future increase in postal rates, especially third-class rates, as proposed 
in H. R. 5839. 

Our business operated from November 1955 to August 1956 as 
debtor in possession, under the bankruptcy laws. In August 1956 our 
plan of arrangement was accepted by the Federal court and we are 
now working toward the goal of satisfying our obligations under this 
plan, whereby we make our final payment on July 1, 1962. It is our 
firm belief that the increase in postal rates put into effect in 1952 was 
a major cause for our financial difficulty. In the 4 years 1952 through 
1955 we spent $3.7 million for third-class mail service. In 1952 we 
spent $1,109,000 and in 1955 this expenditure decreased to $749,000. 
The figure for 1956 while we operated as debtor in possession and 
under our plan of arrangement was less than $251,000 for third-class 
mail service. In 1952 our company employed some 300 people. Today 
we have 104 employees on the payroll. The increased rate has in our 
operation called for fewer mailings each year, and as a result. further 
reductions in revenue for the Post Office. It has also resulted in a 
loss of jobs for nearly 200 of our employees since 1952. This is not 
good for the economy of America from whatever aspect you choose 
to view it. Of course, this is the experience of but one company out 
of many thousands in the mail-order business. 

Some feel the postage-rate increase should be a cost of doing busi- 
ness, and the extra charge should be passed on to the ultimate consumer. 
It is well to consider, however, that the product is in no way improved 
by the 3314-percent proposed increase for third-class mail users. We 
are still trying to collect ourselves from the damage of the last 50-per- 
cent increase which we tried to pass along to the consumer. In a com- 
petitive market, there is just a limit to what you can charge for 
your product if you expect to continue in business for any length of 
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time, to make a profit, satisfy the obligations of a plan of arrangement, 
and to keep jobs for the American citizens you employ. 

We urge the members of the committee to consider the original pur- 
pose of appointing the United States Postal Service in the year 1844. 
A section of the congressional report at that time reads as (lows 

The United States Postal Service was created to render the citizen worthy, 
by proper knowledge and enlightenment, of his important privileges as a sovereign 
constituent of his Government; to diffuse enlightenment and social improvement 
and national fellowship; elevating our people in the scale of civilization and 
bringing them together in patriotic affection. 

Nowhere is there an indication that it is to be run on a profit-and-loss 
basis, as a business establishment. Less than a year after the report 
had been made, Congress enacted substantial rate reductions despite 
the current postal deficit. The wisdom of this move was dramatized 
by the greatest percentage volume gain in postal history. 

An important factor which has come to our attention only recently 
is the report. from Price, Waterhouse & Co., certified public account- 
ants, of New York City, which was given to a Senate committee on 
December 18, 1953. The statement shows that an originally reported 
$727 million deficit. actually was a deficit of only $76.2 million. In 
addition, Price, Waterhouse & Co. found on an incremental-cost. basis 
that third-class mail was not losing money at the 114-cent bulk rate 
but rather making a profit of $54 million annually. We think a 
further investigation of the facts thus submitted may be advisable. 

Another increase in postal rates, at this time, would be most dis- 
astrous to our firm and to many other firms selling their products 
through the medium of direct mail. This might force m: iny people 
out of business, and in turn create more unemployment. It will also 
deprive many millions of citizens of the fine books, merchandise, and 
services which can be obtained from mail-order companies. Mail- 
order customers, particularly those who purchase books, generally, 
increase their standard of living and strengthen the core of America— 
millions of individuals improving themselves socially, morally, and 
economically by obtaining services and merchandise through the 
mails. The sale of the following list of titles accounts for most of 
our business: 

Practical Mathematics Library 
Encyclopedia of Cookery 
Garden Encyclopedia 

Modern Encyclopedia 
Anthology of Poetry 

Wonders of the Past 

Wildlife and the World Over 
American Wildlife 

Hammond’s Nature Atlas 

This is America—My Country 
Amateur Builders’ Handbook 
3asic Home Carpentry 
Complete Home Decorating 
Your Dream Home 

Complete Home Landscaping and Garden Guide 
The Story of the Bible 


Housewife’s Handbook 
New Modern Home Physician 
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Thank you for the privilege of allowing us to present this statement. 

The Cnamman. Are there any questions of Mr. Maffia? 

Mr. Corserr. Mr. Chairman, just briefly. 

The Coarrman. Mr. Corbett. 

Mr. Corserr. Your situation is that in your bulk mailings each 
half-cent increase costs you $5 more per thousand; is that no correct 2 

Mr. Marria. Yes, sir. 

Mr. Cornerr. Do you have any idea at all as to how many pieces 
of mail you expect to send out under that permit during the next 

salendar year or fiscal year, however you operate ? 

Mr. Marrta. Between 350.000 and 400,000 pieces of mail a week. 

Mr. Corsetr. 400,000 a week ? 

Mr. Marrta. Yes, sir. 

The Cuamman. Mr. Rees. 

Mr. Rees. What do you do? Just load the mail with advertising ? 

Mr. Marra. No, sir. We have mailing lists of mail-order book 
buyers and we rent lists from outside agencies and list brokers. We 
do not just load the mails up, sir. 

Mr. Rees. You expect to get a reply on a certain percentage basis; 
is that it? 

Mr. Marria. That is correct, sir. 

The CHarrman. Are there any other questions? 

Mr. Hempnitn. May I ask one question ? 

The Cuatrman. Yes. 

Mr. Hempnini. Are you not in competition with the fellow who 
runs the bookstore down the street ? 

Mr. Marrta. We service bookstores. We have a wholesale depart- 
ment which does about $200,000 annually. 

Mr. Hempniss. Are you not actually in competition with the man 
who has a bookstore, say, here in W ashington ? 

Mr. Marrta. You might also say that because of our advertising the 
bookstore business will | pick up, because many people who would not 
buy through the mail will walk down to their corner bookstore. 

Mr. Heweniir. You did not understand my question. My ques- 
tion was that you are in competition with the man who runs the local 
bokstore, such as a man here in W ashington. That in my question. 

Mr. Marta. I cannot answer that “Yes” or “No,” because it is both 
“Yes” and “No.” With respect to the person who will buy through 
the mail, yes, we are in competition ; however, as to the person who will 
not, we have the occasion to bri ing these book titles to the attention of 
these people, who will walk down to their bookstore and buy that book. 
We also service bookstores. 

Mr. Hempniti. Do you think your industry should pay its own 
way ¢ 

Mr. Marrta. No; I do not, sir. 

Mr. Hemrntiiy. Thank you. 

The Cuarrman. Thank you, Mr. Maffia. 

The next witness is Mr. Horace H. Nahm, president of the Associ- 
ation of First Class Mailers, New York City. 
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STATEMENT OF HORACE H. NAHM, PRESIDENT, ASSOCIATION OF 
FIRST CLASS MAILERS, NEW YORK, N. Y. 


Mr. Naum. Thank you, Mr. Murray. 

The Cuatrman. How much time will you require? 

Mr. Naum. If you will permit, I will read my statement. If I get 
going too fast will you tell me to slow down. Mine is rather a long 
statement. 

The CHatrman. Can we not include your statement in full in the 
record and then you highlight it? 

Mr, Naum, I will try my best to do that, because I appreciate the 
fact that your time is very short. 

The CuHarrman. There are other witnesses here and we do not want 
to hold them over the weekend. 

Mr. Naum. I think I could go through the first three pages and 
then pick up. 

My name is Horace H. Nahm, of Long Ridge Road, Stamford, 
Conn. Iam president of Hooven Letters, Inc., of 352 Fourth Avenue, 
New York 10, N. Y., a mailing service, and printing organization 
established in 1917. I am appearing today as president of the Asso- 
ciation of First Class Mailers, a membership organization dedicated 
to protecting the interests of first-class mail. 

The Cuarrman. How many members are in that association ? 

Mr. Naum. We have about 200 members. 

I am a director of the Advertising Club of New York, which inci- 
dentally, Tom Haire is president of, a past director of the Direct Mail 
Advertising Association and the American Institute of Graphic Arts, 
and past president of the Mail Advertising Service Association of 
New York. I list these to show that I have been continuously inter- 
ested in the use of the United States mails, both in its use by the private 
citizen and by business for advertising and general communication 
purposes, 

We wish to protest the proposed increase in first-class postage rates. 
The annual cost ascertainment figures published for many, many years 
in its present form have shown an excess of revenue over expenditures 
without qualification by the successive postmaster generals. The last 
available figures published by the Post Office, fiscal year 1955, table 100 
shows “excess of revenue over expenditures” of $62,325,144. When 
the figures for fiscal 1956 are finally released by the post office, we be- 
lieve they will show a similar excess of revenue over expenditures. 

This was written Saturday and Sunday before I got the new figures. 
You will find throughout I am limited to them. 

Mr. Jowansen. Mr. Chairman, may I make a unanimous consent 
request ? 

The Cuarrman. Yes, sir. 

Mr. JoHansen. I would like to ask that we insert in the record the 
new table, which is brought up to date, of the ratio of revenues to ex- 
penditures, corresponding to the one found on the last page of last 
year’s hearings. 

The Cuarrman. The table you refer to was inserted in the March 
19 hearing by the Post Office Department. 

(For table referred to, see p. 58.) 

Mr. Naum. Throughout the years when the annual reports were 
issued first class letter mail has always been credited with bringing a 
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large profit to the Post Office Department. This profit was in the end 
dissipated by losses in other classes and in the nonpostal services and 
basic inherent nonbusinesslike practices of the Post Office Department. 
But this end result does not justify an increase in first-class rates. 

May I disgress for one moment to insert a statement that no personal 
criticism or comment is intended relative to our present Postmaster 
General, Mr. Summerfield, or his capable deputy, Mr. Stans. Both 
of them and their staffs have worked to the best of their abilities to 
reduce costs within the confines of congressionally approved practices. 
My disagreement with their objectives and presentations on rate-mak- 
ing does not imply criticism of their ability or integrity. They are 
the victims I believe of a terminology and philosophy that does not 
properly evaluate the true interest of the public in general and the 
users of the mails in particular. 

Let me repeat. Over the years the postmasters general have re- 
ported first class mail to be the big profitmaker of the Department. 

Now, however, in the testimony of the Deputy Postmaster General 
in his chart No. 2 and his testimony on page 5 and following, he intro- 
duces a new factor in column 6 titled “Estimated Reallocations of 
Cost for Intangible Factors.” 

His testimony, however, reveals no mathematical validation for this 
estimate ; $316,300,000 is arbitrarily added to first-class costs and as a 
result of this, his figures show a deficiency in revenue of $346,200,000. 

May I return for a moment to the synthetic “Reallocation of cost” 
figures of this chart No. 2. It is followed by a minus or negative 
figure of $167,600,000 for second-class mail to be credited to this class. 
Again this synthetic credit figure is unsupported by any statistics or 
discussion to show how it was arrived at. However, an excess of 
expenditures over revenue of $252,500,000 on the long established 
accounting method is actually revealed by this line. 

The juggling of figures which has taken place by this purely imagi- 
nary statistic flies in the face of these facts revealed by the published 
1955 figures. 

Observe these facts in evaluating this proposed reallocations of cost 
to the drastic detriment of first-class mail: 


For the entire Department 


Revenue: 
DIP ECIOND TART bench clon do mniae percent of revenue_. 40. 133 
TEIN TIN paki chee nacka nce weeeereieaemionl ee oa 2. 637 
Weight total: 
PUG CN bi in bhi mth dca citi eld pounds_. 804, 361, 197 
HGDORG CASK... snk peepee eeepyetenny Oy pints 2, 582, 348, 222 
Revenue per piece: 
Fe ns chk sehs maven cctrnpaensses > eine cents... 3.319 
I Iona accra ttintas eninnanalbniaciccanierahanceaialaee GOs. 0. 929 
Average weight per piece: 
PRG Ci icactig ins Secs hthesiign tp oct abincyenene ounces... 0. 448 
Rl ints tlh tit dae etnhoutip iain tmnaieell Ciaisk: 6. 130 
Average revenue per pound: 
FEE Cth aictencnuamihanuneninasamacieeel cents_. 118. 459 
eenemh eleem cual Jee iy dol. 


Compared to second-class mail, first-class mail brings 15.2 times the 
revenue, represents one-third the total weight, 3.6 times the revenue per 
piece, one-fourteenth the weight per piece and 50 times the revenue 

er pound, yet by some unrevealed formula the proposal is to load 
$316,200,000 additional costs to first-class costs figures and subtract 
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$167,600,000 for second-class cost figures. In the third-class mail a 
negative figure of $124,900,000 is subtracted from its costs, perhaps a 
justifiable reduction—but arbitr ary and unexplained. I am omitting 
a detailed comparison of weight and revenue per piece, et cetera, but 
again first, class is shown as the, most. favorable class of mail for the 
Post. Office. 

This comparison of first class with second class is not intended to 
imply or suggest that second-class rates should be raised a little or a lot 
The Congress in its wisdom has consistently provided the low second- 
class rate as a means of disseminating new and cultural information 
and literature to the people of this country, and I believe they will 
continue this policy to a greater or lesser extent. This comparison 

ras made, however, to implement our protest at this arbitrary attempt 
to unfairly load the long accepted profit maker of the Department. 

Let. us turn now to the Postmaster General’s chart No. 5 comparing 
United States with foreign first-class postage rates. He shows that 
foreign postage was higher in first. class throughout, except he omitted 
Great Britain, which is 2.8 cents, and is lower. IL just checked that 
yesterday with the British consul so that is still true. That inei- 
dentally is 2 ounces. 

Mr, Ceperserc. You realize that when you send a letter first class 
from New York to San Francisco there is a great deal of difference in 
transportation mileage than from mailing it from London to Liver- 
pool or eine to Southhampton. 

Mr. Naum. May I answer by my next sentence / 

Without determining whether the departments are truly compar- 
able—whether these old-world countries are using the letter rate as a 
tax measure and without many other factors such as volume per per- 
son, et cetera, this comparison is statistically invalid. 

Mr. Crprerserc. Just so we understand. 

Mr. Naum. I wish you had more time, because these are good 
words. 

However, it is interesting to note that Great Britain with its 2.8 
cents first-class letter rate was completely omitted from his chart. 

The Postmaster General has ane a point of quoting two previous 
Postmasters General as approving this rate increase, Mr. Farley and 
Mr. Donaldson. I would like to correct this impression because Mr. 
Donaldson—who was a career postmaster with a well-founded knowl- 
edge of the Post Office Department——did not, to the best.of my knowl- 
edge, support a proposed increase in first-class rates. 

The Cuatrman. Let me correct you. You were not present when 
Mr. Donaldson testified last year, were you / 

Mr. Naum. No, but that was my information. If I am wrong I 
would like to withdraw it. 

The Cuatrman. I wish you would. I have General Donaldson’s 
testimony before me but I remember it without referring to it. He 
said there should be a 70—percent increase in second-class mail, and a 
cost of 4 cents for letter mail. 

Mr. Naum. I am very sorry. That information was given to me 
and I will have to withdraw it because I am wrong. 

Mr. Jonansen. Will the gentleman yield for a question right there ? 

Mr. Naum. Yes, sir. 
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Mr. Jonansen. Are you inferring from all of this that over the 
years since 1932 there has been a very serious overcharge against the 
American users of the mail by the 3-cent rate ? 

Mr. Naum. May I go toa later paragraph here? 

I would like to bri ing to the attention of the committee the fact that 
the 1932 increase of first-class postage from 2 cents to 3 cents was not 
a postal rate increase in the ordinary sense; it was instituted by the 
House Ways and Means C ommittee as a tax measure regardless of 
the cost of the service. For 25 years first-class mail has more than 
paid for its share of the service e and should not be subject to another 
increase which would in fact be purely a tax upon first-class mail 
users. 

Mr. Jouansen. In the first place, didn’t first-class mail show a 
margin over the allocated cost prior to 1932? 

Mr. Nau. I am sorry, I cannot answer that question. 

Mr. AoE \NSEN. I think the record clearly shows that it did. That 
record is on page 869 of last year’s printed hearing. 

Mr. Naum. In conclusion the Post Office Department has consist- 
ently until now reported the first-class-letter rate as a moneymaker 
and as such should not. be increased to make up for losses in other 
classes or for the public-service aspect of the Post Office. 

The proposed increase from 3 to 4 cents per ounce or fraction there- 
of makes a simply fantastic 8 cents price apply to 1.1 ounce letters. 
Overweight pieces are of course a boon to the Department. but this 
would be an utterly unfair price for a slightly overweight first-class 
letter. 

The increase in cards from 2 to 3 cents is wholly unrealistic and 
will do great harm to a very useful mailing privilege of individuals, 
small organizations and the business world in general. 

Domestic airmail at 6 cents showed a profit in the past, and on 
line 2 of chart No. 2 of the Deputy Postmaster General’s testimony 
shows a substantial profit by the long accepter cost ascertainment 
standards. Since air rates and costs are on their way down, there 
seeins little justification to suggest an increase in airmail rates at this 
time. 

Is there truly a Post Office deficit? Because of the considered 
report of the Citizens Advisory Council to the Senate Committee on 
Postal Affairs and Civil Service I will avoid any extended diseus- 
sions and simply ask that this report be ac cepted into the record as 
part of my testimony, because I do not want to go through that again 
for the committee. They will hear that a great many times. 

The CHatrman, What Citizens Advisory ‘Council are you talking 
about. 

Mr. Naum. To the Senate Post Office Committee. 

Mr. Rees. Who are they? 

The Cuatrman. They represent publishers, do they not? 

Mr. Naum. No, not only. 

The Cuatrman. Four out of 7 members are publishers, are they 
not ¢ 

Mr. Naum. I am sorry. I left that report over there. I believe 
that that is true. 

The Cuarman. Yes. It is headed by Mr. Fuller, of Curtis Pub- 
lishing Co. He is the main publisher on that council. 
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Mr. Hemputty. I think one of them was president of a college of 
my home State. 

The Cruatrman. There are 2 college professors, and Mr. Doherty, 
and. 4 publishers. 

Mr. Naum. Honest men may differ on the amount of public-service 
cost but I do not believe it is reasonable to ignore the Citizens Ad- 
visory Council’s conclusion that there is no true Post Office deficit. 

If the catch phrase that is bandied about, “The Post Office Depart- 
ment should operate like a business, and its users pay their way,” is 
to have genuine validity then the inescapable conclusion must follow 
that it must be operated in a tuisinéealiie way. It must be treated 
as a medium to receive and deliver mail—with the same freedom as 
any business to eliminate wasteful practices in buildings, personnel, 
transportation, and purchasing practices. 

Mr. CepersercG. What would you eliminate? I mean you are mak- 
ing the statement it should be run in a businesslike way. I say that 
it is run as nearly efficient as we possibly can. You are making a 
statement that we ought to eliminate a lot of things. You tell us 
what you think we ought to eliminate. 

Mr. Naum. That is quite a burden to put on me, but let me say 
this: That I cannot sit here and give a comprehensive answer to that 
because it would involve a great many considerations of the reorgan- 
ization in the second- and third-class post office structure which I 
believe the present Postmaster General is attempting todo. It would 
involve a complete revamping of the whole conception of the method 
of service to the American public and I believe that there are a great 
many ee that are operated at a deficit which should not, and 
never will, be corrected. 

Mr. CreprreerG. You are in the advertising business. Why do you 
charge more for the back page or the middle? 

Mr. Naum. I am in the printing business. 

Mr. Ceperserc. You are president of the Advertising Club in New 
York You have special rates, 

Mr. Naum. I have knowledge of it. 

Mr. Ceperserc. You have special rates for special types of ads. 
Do you charge more if you place it in a certain spot and so forth / 

Mr. Naum. That is true. 

Mr. CeperserG. Why do you do that? 

Mr. Naum. Presumably the value is greater. 

Mr. Creperserc. Could that be said about first-class mail ? 

Mr. Naum. There is no question that the discussion of that involves 
also the amount of money that comes in for that greater service and 
the percentage of the post office and the structure that has been built in 
the post office to accommodate the great weight of second-class mail, 
and third class, and so forth, and I believe that based on the ultimate 
analysis first class is paying its way. 

Mr. Ceperserc. You do not think that value received has anything 
to do with it then ? 

Mr. Naum. I do not think you can say that on the basis of value 
received you can set rates in the Post Office Department or in any 
other business. I think that the rates should be a function of the cost 
and a reasonable profit in business, and I think that if the Post Office 
Department would adopt a great many modern methods in large post 
offices and if the Congress would appropriate for many of the deficit 
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services which represent service to the public, in limited service routes 
and so forth 

Mr. Ceperserc. You are talking about running things like a busi- 
ness. Let us run this one like a business. The advertising profession 
charges more for a back page or the center spread than they do for 
any part of the advertising. It is the same paper. It is the same 
amount of hours that go into it. Everything is the same, but you 
charge more for it. 

Mr. Naum. I am not in the publication business, you see. 

Mr. Crpersere. You will admit that it is true? 

Mr. Naum. Yes; I admit that is true. 

Mr. Creperserc. If it is true there, why can’t it be true here? 

Mr. Naum. You are dealing with two different things, Mr. Ceder- 
berg. I hate to get into an argument on an abstract thing like that. 
We could argue it forever. 

However, here is the center spread of a magazine, we are dealing 
with a thing that is strictly a limited commodity. There is just one 
center spread and obviously you operate in a different area than when 
you can keep on slicing pieces of ham and keep selling them so that no 
one slice of ham is better than another one. 

Mr. Ceperserc. However, you can sell 17,000 of those center spreads 
this month and 200,000 the next month. There is nothing limiting the 
number of center spreads. We have only one first-class mail. We do 
not have two first thsi of mail. It is similar, is it not? 

Mr. Naum. It is a different area. It is between a commodity and a 
specialty, and it is very difficult to conclude that argument. 

The Cuatrman. When was your association formed ? 

Mr. CrepersereG. I won’t belabor the point. 

Mr. Naum. Two years ago, I believe. 

The Cuarrman. And how long have you been president of it? 

Mr. Naum. About 6 months. It requires curious double standard of 
thinking and speaking to clamor loudly for businesslike balancing of 
intake of revenue from users against costs and yet disregard the well- 
known facts of life of traditional post office operating practices. 

Now I would like to speak on the reiteration of the argument that 
increased postage rates are necessary to reduce the national budget. 
When discussions are carried on concerning the reduction of the 
budget of any other Government department, savings by reduced 
spending is implied. However, the budget will not actually be affected 
by increase in postage rates—it will be merely a transfer of costs from 
one source to another. Truly there is no effect on the cost of govern- 
ment by lowering one group’s costs at the expense of another. 

The interests of the users of first-class mail should be protected 
against unfair treatment. Who are the users of the first-class mail ? 
Chart No. 5 of the Deputy Postmaster General shows that 75 percent 
of first-class letter rate increase would be paid by business and 25 per- 
cent by the public. 

Let us look at business first. Most small businesses depend on first- 
class mail to conduct their business activities, some for advertising 
and promotion, all for mailing bills, checks, and correspondence with 
customers and suppliers. First-class mail is often their precious sub- 
stitute for manpower in their competition with big business. 
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The small-business man is having a hard time in the face of compe- 
tition from all sides, and the need to guard his solvency is well under- 
stood by our Government. 

The arguments and pleas for tax relief and other help for the small 
man is too well known to require repetition. How can it be reasonable 
to increase his postage expense, one of his basic costs of doing business, 
and at the same time talk in terms of helping him to survive? The 
two steps are mutually contradictory. 

It is unfair and discriminatory to load any part of the public serv- 
ice and deficit breeding practices of the post office on the small-business 
man—he cannot afford it—don’t soak the small-business man with 
unfair postage rate increases. 

The impact of postal rate increases on department stores, specialty 
shops, and others with their monthly bills and statements will be 
drastic; they will experience a radical cost increase at a time when 
they are struggling to make a profit. It will create another cost of 
doing business which they will, of course, pass along to the public if 
they can. 

As to big public utilities and insurance companies, they will be 
loaded with a tremendous cost for notices, regular bills, et cetera, an 
added cost to be passed along to the public in future ratemaking. 

As to big business—just another cost to come off their profit state- 
ment—and half or more of it off their tax bill. 

Now as to the use of first-class mail as advertising. About 10 per- 
cent of all first-class mail is advertising—or roughly 3 billion pieees. 
These are a part of the great business-building effort that is the 
foundation of our prosperity. A decrease resulting from increased 
postage rates can have an adverse effect of unknown dimension on 
our economy. One of the recommendations of the Senate advisory 
group is that the executive branch be directed to make a survey of the 
impact of increased postal rates on the economy, 

In general, however, postal rate increases will directly reduce cor- 
porate and unincorporated business profits. The result is reduced tax 
payments perhaps of 30 percent to 50 percent of the amount of the 
increase. Budgetwise the Post Office Department’s gain is the De- 
partment of Internal Revenue’s loss. 

When the average businessman is led into a discussion of postal 
rates his first comment. is, “Why should there be any postal deficit ? 
Why should not the Post Office be on a sound businesslike basis? 
Why shouldn’t the users of the mails pay their way?” For years 
following that opening, I have been patiently explaining to the busi- 
nessman—who had never given the matter a second thought—about 
the facts of life of the Post Office Department—and so-called deficits, 
et. cetera. It takes time but it always results in a new point of view. 

Mail class deficits are a key part of this explanation. Many have 
heard of second class mail deficits and think that these should be 
eliminated along with the rest. Then it must be explained that the 
low second-class rate is a policy of the Congress—that radical -in- 
creases in this rate are unpractical and: unrealistic—and that in the 
opinion of most Congressmen would do unlimited economic harm to 
our distribution system that is the foundation of our prosperity. 
They believe also that. the educational and unifying values of our 
unnumbered cultural industrial and scientific magazines would be 
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damaged by raising second-class rates to make them carry their full 
share of present so-called costs. 

Now if you go along with the assumption of the impracticability 
of raising sue h rates—the next question is—shall the users of other 
classes be taxed for that loss or should the general public be taxed 
as the beneficiaries ¢ 

Certainly businessmen are willing to pay their own fair share of 
postal costs. However, before rates are increased the Congress should 
make a true statement of postal policy and not burden business with 
post office practices not based on the service they require which is the 
delivery of the mail. 

As to the private citizen’s use of the mail—the Deputy Postmaster 
General’s Chart No. 5 shows 25 percent. of first class as public use— 
$238 million in fiscal 1955. The reduction to per family as_ per 

capital is of course a mere mathematical computation—because there 

is no evidence that all families use the mails equally. My belief is 
otherwise—that a distribution of the personal postage bill would 
show wide variation of use—and rate increases would once again 
unfairly burden the private user—approximately $80 million of added 
costs. 

Before the citizen user of the mail is taxed to pay the public service 
and excessive costs of the’ Post Office Deparmtent—the Congress 
should definitely make a statement of postal policy, and then set rates, 
and not have a stamp tax on the user of first-class mail to the benefit 
of the other classes, or of the general public. 

One point I would like to discuss 1s the alleged attitude of indif- 
ference of the public toward first-class rate increases. First of a 
because of repeated publicizing of the phrase “pest office deficit” : 
feeling of guilt has been unfairly created. _ It would be necessary to 
subject t the so-called sur veys concerning public opinion on this subject 
to careful scrutiny by experienced research experts to determine 
whether the cross section was correct or whether they were adequately 
informed when they gave their opinion. 

Next is an unknown factor that makes all the projections of the 
proponents of rate increases open to question. How much will the use 
of first-class mail be decreased by a rate.increase?. What provision 
will be made by the users of the mail to decrease frequency of mailings, 
of routine notices, bills, statements, et cetera. There could be a radi- 
cal effect to the detriment of the post office financially and functionally. 
As an example of what happens when rates increase—the penny post- 
card went to 2 cents—the revenue was not doubled because one-third 
of the volume was lost. 

The Post Office Department is the most productive of all Govern- 
ment departments—it returns 88 percent of its expenditures to the 
Government, it services the entire people in many ways, and handles 
mail for a portion of them. 

The first-class mail users who provide 40 percent. of the revenue 
should not be asked to carry an added load, until there has been an 
adequate statement of postal policy. It would truly be a stamp tax, 
traditionally a repulsive coneeption to the American people. 

The Cnaiman. Are all the members of your association in the 
direct-mail advertising business? 
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Mr. Naum. No, sir. Very few of them are in direct-mail advertis- 
ing. Most of them are businessmen. They are in the insurance busi- 
ness ; they are florists; they are department stores. 

The Cuatrman. Did you organize the association ? 

Mr. Naum. No; I did not, sir. 

The Cuatrman. I see you are past director of the Direct Mail Ad- 
vertising Association. 

Mr. Naum. Yes. This association is completely separate from it. 
It has no relation to it. It was organized 2 years. 

The Cuarrman. What is the character of your business? 

Mr. Naum. I am in the direct-mail advertising production and in 
the printing business. 

The Cuatrman. Is there anything further? 

Let the record show that Mr. Donaldson testified last year, on page 
765, as follows: 

Mr. Chairman, so far as the Postmaster General’s rare structure is concerned, 
that is, increased rate of postage is concerned, I would join him in everything 
that he has recommended if he would include in his recommendation a further 
increase in second-class mail of 70 percent. Instead of the 30 percent, make it 
70 percent. 

You will recall that I recommended a 100 percent increase. * * * 

This 30-percent increase would make a 60-percent increase. If he would just 
raise that to 70 percent and spread it over a period of about 5 years, then I think 
you would be justified in raising first-class mail to 4 cents. 

Mr. Naum. I am sorry I was misinformed, Mr. Murray. 

The Cuamman. All right. 

Mr. Porter. Mr. Chairman, I would like to comment. 

The Cuarmman. Yes, Mr. Porter. 

Mr. Porter. I think the gentleman has made a fine statement and 
furthermore I am going to have to revise something I have been saying, 
that one of the reasons why the first-class people were being saddled by 
the increase is because they were not organized. Apparently we do 
have at least one organization. I think you made a very able state- 
ment. 

Mr. Naum. Thank you. 

Mr. Hempuitt. Mr. Chairman, I am not going to be able to examine 
this witness. I wanted to ask him a series of questions, but I will ask 
him if he will supply the answers in writing. 

Mr. Naum. Could we have the official stenographer make note of 
these questions so I could have them in writing ? 

Mr. Hempui. I will send them to you. 

Mr. Naum. I am leaving for Bermuda with my family and I do 
not want to miss that. 

Mr. Hempuity. When are you coming back? 

Mr. Naum. I will be back in a week and a half. 

Mr. Hemputix. I will send them to you in writing. 

Mr. Naum. Thank you very much. 

Mr. Rees. You are one of the businessmen of this country and you 
know we have a problem of trying, if we can, to solve the question of 
whether or not we are going to ask the Government, the taxpayers of 
this country, to make up this deficit or whether businessmen like 
yourself are willing to take care of it by the postage route. You want 
to pay your own way, do you not ? 
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Mr. Naum. May I answer that in a few sentences rather than one? 

Mr. Rees. Yes. 

Mr. Naum. I believe that the introduction of modern methods and 
a reallocation of the method of servicing the present deficit Post Office 
setup would create an economy in the Post Office and also the divorce- 
ment. of the public service aspects to the public and a recognition of 
the fact that second class mail is a valuable contribution to the citizens 
of the country in unifying them from coast to coast would bring a 
different financial structure and give real meaning to this phrase, “Pay 
your own way.” 

That is sort of roundabout, but I hope I have made my point. 

Mr. Rees. You are in a position from your experience then to submit 
the plan that you have in mind that will make the Post Office pay 
its own way ? 

Mr. Naum. I am a mechanical engineer. I am in the direct mail 
business and I could not without years of study and the help of bril- 
liant people like Mr. Stans attempt such a plan. I honestly believe 
that people like Mr. Stans and his associates if given a free hand 
and could create a new structure would do wonders. It would be 
unbelievable the things they would do over a period of years. That is 
my opinion, but I certainly could not tell them how to do it. 

Mr, Rees. That is a wonderful tribute to Mr. Stans. 

Mr. Naum. Mind you, I am not attempting to say that Mr. Sum- 
merfield is not sincere and has not done a job. I do think so, but I 
think their conception of it is wrong. 

Mr. Rers. As you and I sit here right now the Post Office is about 
$500 million short of paying its own way, approximately that. 

Mr. Naum. May I comment on that? 

Mr. Rees. All right. 

Mr. Naum. If you take this money away from business in the form 
of postage rates you take it away from the Treasury Department at 
least 50 percent in the form of taxes. 

Mr. Regs. We are not taking it away from anybody. I am just 
asking you a question. 

Mr. Naum. The only Government economy is the reduction of ex- 
penditures, Shifting from one person to another does not cease the 
abstraction of money from the pocket of the public and diversion 
from public spending. 

Mr. JoHanseNn, Do you not think it makes some difference as to 
which pocket the money is taken from, whether it is from the pocket 
as far as possible of the actual user or whether it is taken from the 
general taxpayer in the form of a subsidy ? 

Mr. Naum. I am going to have to go back and answer it this way, 
Mr. Johansen. I do think with all respect. to you in repeating the 
thing I said before. The general public is the beneficiary of a great, 
many of these activities of the Post Office, in its location, in its service 
in areas where it cannot possibly pay, and which could not and should 
not be interrupted, The user of the mail does not inherently pay for 
the cost of that thing. 

You saw this item in Newsweek, did you not, of this Post. Office? 
One thousand six hundred dollars will get you thirty-five dollars. 
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This Post Office they closed. It is a practice of valuation as to how 
much that is worth to the country, not. to the users of the mail. 

The CHairman. Thank you, sir. 

Mr. Naum. Thank you. 

The Cuarrman. The next witness is Mr. George J. Hecht, publisher 
of Parents’ Magazine, New York, N. Y. 

Mr. Hecht, can you just file your statement ¢ 


STATEMENT OF GEORGE J. HECHT, PUBLISHER OF PARENTS’ 
MAGAZINE, NEW YORK, N. Y. 


Mr. Hecnr. No: I would hke to read my statement. 

The Cuairman. I do not know whether we have time for it. 

Mr. Hecur. It is going to be less than 10 minutes. 

The CHatrmMan. You stand on the statement you made before this 
committee last year, do you not? 

Mr. Hecut. No; I would like to modify that somewhat. I am going 
to propose what I consider reasonable rates. 

The Cuarrman. All right. 

Mr. Hecur. I am George J. Hecht, president of the Parents’ Insti- 
tute, Inc., 52 Vanderbilt Avenue, New York, N. Y., which publishes 
Parents’ Magazine. Those who have served on this committee during 
previous sessions will remember that I have appeared before this com- 
mittee before. I have never been and am not now opposed to reason- 
able increases in postal rates. 

I, first of all, wish to urge very strongly that the Congress should 
first pass a bill containing a statement of postal policy. This should 
be a separate bill from the rate bill and should be passed first. I en- 
dorse the recommendations in the report of the Citizens Advisory 
Council to the Post Office and Civil Service Committee of the Senate, 
and I wish to correct a statement made before. That council consists 
of 7 members, of which only 2 are publishers. 

The CuarrMan. Read the list for the record. 

Mr. Hecur. Mr. Bostian, chancellor, North Carolina State Agri- 
cultural College of Raleigh—certainly not a publisher; Dr. Pendleton 
Gaines, president, Wofford College, Spartanburg, S. C.; Mr. Lovick 
Pierce, publishing agent of the Metliodist Publishing House, Nash- 
ville, Tenn. 

The Cuamman. That is my home State, and that is a very large 
publishing company. 

Mr. Hecnr. That is a church-book-publishing house. They do not 
publish any church magazines. 

The Cratrman. How do you know they do not? 

Mr. Hecurt. I happen to have a magazine printed in Nashville, too, 
and I have been through their plant. As a matter of fact, any maga- 
zines that they publish will be exempt from any rate increases because 
they are a religious organization and they are not affected by this bill. 

The Cuarrman. I happen to be a member of that church and am 
familiar with the operation of this publishing company in my home 
State and I think I know more about it than you do. Go ahead. 

Mr. Hecur. Mr. Doherty, the president of the National Association 
of Letter Carriers: Mr. Gene Robb, publisher of the Albany Times- 
Union. 
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The Cuarrman. That makes two publishers. I said “Four.” 

Mr. Hecut. Mr. Albert M. Andersen, executive vice president of 
Reuben H. Donnelly Co. They are a printing house and a direct-mail 
house. They do not do any publishing. 

The CuHarrMan. That is one of the largest publishing concerns in 
the United States. I disagree. 

Mr. Hecnt. They print, but they do not own any magazines or 
newspapers. : 

The CaarrmMan. Proceed. 

Mr. Hecntr. Mr. Walter Fuller, chairman of the board of the 
Curtis Publishing Co., of Philadelphia. 

The Cuamman. That makes four. 

Mr. Hecnr. Not the way I count it. I count it as two. 

The Cuairman. I stand on my statement. There are four pub- 
lishers. 

Mr. Hecutr. And now without further delay, I wish to record my 
opinion on the proposed increases in postal rates and tell you how 
the proposed increases will, if enacted, affect Parents’ magazine. 

While Parents’ Magazine has a paid circulation of 1.7 million and 
carries a considerable volume of advertising, it makes a very modest 
profit. I tell you in confidence and not for publication—the press 
please note this is not for publication—that its profits during its last 
fiscal year were only about 3 percent of its volume, namely $205,000 
before taxes. 

We paid during our last fiseal year $180,000 in first-class postage. 
I am going to tell what we paid in each class of postage. 

The Cramrman. Can you highlight your statement? The whole 
thing will be put in the record. 

Mr. Hecut. My statement is less than three pages. 

The Cratrman. We have two other witnesses here and we do not 
want to have them come back tomorrow or Monday. 

Mr. Hecnr. The proposed increase from 3 cents to 4 cents would 
consequently increase our first-class-postage bill by $60,000, approxi- 
mately 30 percent of our profits before taxes. This first-class increase, 
is virtually all the added expense that our company can bear in one 
year. I am not opposed to this first-class-rate increase, and I suppose 
it is absolutely necessary to reduce the postal deficit. 

We are relatively small users of third-class mail, but I do think the 
proposed increase of third-class mail is unduly high. I suggest that 
it be increased from 114 cents to 2 cents at a maximum, not to 2% 
cents, On Parents’ Magazine the proposed increase would cost us 
an additional $30,000; for our entire company an increase of $81,000. 

And now I come to the proposed increases in second-class mail 
which proposed increases I consider unreasonably high. Second-class- 
mail rates have already been increased 30 percent. The proposed 
60-percent increase on top of the 30-percent increase means a total 
increase of 108 percent over what we were paying in 1951. No other 
cost of operation has come anywhere near an increase of 108 percent 
in that period. 

During our last fiscal year, Parents’ Magazine paid $278,000 for 
second-class mail. The proposed 60-percent increase in rate would 
raise our costs by $167,000. This increase is more than we can bear. 
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The proposed increases in first-, second-, and third-class mail would 
increase our postage bill on Parents’ magazine alone $257,000 as com- 
pared to our last year’s profits of $205,000, and put our magazine in the 
red by some $50,000. 

But I am not opposed to any second-class-rate increase. I suggest, 
however, that the increases should be reasonable and bearable so as 
not to impose any undue hardship on business and so as not to drive 
worthwhile magazines out of business. I suggest that there be 2 
raises of 10 percent each based on the second-class rates of 1951. This 
would mean a total increase in postage rates since that date of 50 per- 
cent which I think would be reasonable and fair. I suggest that the 
first of these 10 percent increases in second-class rates should not go 
into effect 1 year after the proposed increases in first- and third-class 
rates. The first year publishers are going to have all they can do to 
absorb the increases in first- and third-class rates, which for Parents’ 
magazine will be $90,000 and which for our entire company will be 
$141,000. 

To put the 10 percent the first year on top of the first-class and 
third-class increase is just more than we can bear in any one year. 
Remember, while we are big second-class users, we are also big first- 
and second-class users and to put them both into effect in the same 
year would be most unfair and bad business for the Government and 
for the publishing business. If that were in effect several of our 
other magazines would go into the red and we would have to stop 
publishing. Parents’ magazine might possibly survive, but these 
other magazines could not, because they do not carry any advertising. 

Our company publishes a number of magazines for children, namely, 
Children’s Digest, Humpty Dumpty, Calling All Girls, and Compact, 
the Young People’s Digest. The proposed increase in postal rates 
would add $128,000 to our postage bill for these 4 magazines. This 
would put several of these magazines in the red as these magazines 
carry little or no advertising. As they already sell for 35 cents a 
copy, I do not feel we could further increase their newsstand or sub- 
scription price. Our only alternative would be to discontinue two or 
more of them which would prove to be unprofitable. The proposed 
excessively high further increase in second-class postal rates is defi- 
nitely inflationary, and will certainly drive a goodly number of worth- 
while magazines out of business. 

I do not believe the Congress realizes how low a margin of profit 
most magazines are published on. With the exception of a very few 
mass circulation magazines, most magazines just get by. I should like 
to submit for the record a list of some of the useful magazines that 
have gone out of business during the past 10 years because they could 
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not meet increasing costs. This list is of all relatively big circulation 
magazines. No trade papers, education, or religious magazines are 


included. They are all general magazines. I present them in alpha- 
betical order : 


Aero Digest Kaleidoscope 
American Boy—Open Road Liberty 

American Family Life Story 
American magazine Lifetime Living 
Better Farming Magazine of Art 
Better Health Modern Industry 
Better Living Outdoors 
Bride-To-Be Outdoorsman 

Blue Book Park East 
Carnival Pic 

Cars Quick 

Cavalier Science Illustrated 
Chicago Senior Prom 

Click Southern Agriculturist 
Collier’s TV Program Week 
Esquire’s Bridegroom Tele-vision Life 
Everybody’s Digest Today’s Family 
Family Life Today’s Woman 
Family Shopper Town Journal 
Fascination Twenty-One 

Flair U. 8. A. 

Here Varsity 

Hunting & Fishing The Woman 

Judge Woman’s Home Companion 


These were all pretty important useful magazines. Many of their 
circulations ran into the millions. But, if postal rates are increased 
further, at an unreasonable high rate, this list of magazine deaths will 
be increased manifold. The United States cannot afford to lose 
worthwhile magazines of this kind which render a great public 
service. 

The Cuatrman. You do not mean to say the postal rates caused 
those magazines to fail? 

Mr. Hecut. No. I am just saying they contributed; yes. The rate 
increases in second-class mail have already gone up 30 percent, and 
the publishing business, being such a small-margin business, an abrupt 
increase of first-class mail, third-class, and second-class mail all com- 
ing in the first year will put many more useful magazines out of busi- 
ness; and therefore I would like to enter my plea that if you increase 
first-class rates—to which I am not opposed. If you increase third- 
class rates, I do think your proposal is too high, but if you increased 
it only a half cent, do that the first year. Let us absorb the increased 
cost of first- and third-class rates in the first year and let second-class 
rate increase go into effect the second year, and let there be two tens in 
the second year, and they ought to be based on the rates as they were in 
1951 so that the total then will be a 50-percent increase of the 1951 
postal rates, which is more proportionate than you are now proposing 
to increase first-class rates. 

Thank you, sir. 

The Cuatrman. You are talking about a postal-rate policy. This 
committee adopted a postal-rate policy last year which was approved 
by the House in connection with the postal-rate bill, and the same 
postal-rate policy is in the bill we are considering now. 

Mr. Hecur. The postal-rate policy in the bill is very confusing. 

The CuarrMan. It was approved by the House last year. 
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_ Mr. Hecur. I submit that I endorse the report of the Council to the 
Senate committee. I am just giving personal opinion. 

The Cuatrman. Of course, you endorse the other. 

Mr. Hecnr. That Council was appointed by the United States 
Senate and on which there are both Republican and Democratic mem- 
bers, and I think that the Citizens Advisory Committee appointed by 
the Senate Post. Office Committee did a creditable job, and I endorse 
their clear-cut and constructive postal policy. 

The CHatrman. Do not forget there are four publishers on that 
committee. 

Mr. Hecnur. I challenge that statement, sir. 

The Cuatrman. All right, sir. We can disagree. 

Mr. Hecur. The Senate, in their wisdom, appointed these people. 

Mr. Rees. Mr. Chairman. 

The Carman. Mr. Rees. 

Mr. Rees. What share of the cost of operating your business is in 
postage? How much is the total cost of operating your business in a 
year? 

Mr. Hecur. On Parents’ Magazine, between 13 and 14 percent. 

Mr. Rees. That is the postage? 

Mr. Hecur. Postage; all classes of postage. 

Mr. Rees. And the increase that is being talked about here would 
be a percentage of the 13 percent? 

Mr. Hecnr. The grand total of the increase, first, second, and third, 
as proposed, would be $257,000, or a grand total increase of about 50 

ercent in our postal bill, which is more than our profits in Parents’ 
Magazine. 

The Cuatmrman. Thank you very much. 

Is Mr. William D. Patterson, associate publisher of Saturday 
Review, present ? 

(No response. ) 

The Cuamman. Mr. Lowell Wilkin, general manager of Wilknit 
Hosiery Co., Inc., of Greenfield, Ohio. 


STATEMENT OF L. LOWELL WILKIN, PRESIDENT OF WILKNIT 
HOSIERY CO., INC., GREENFIELD, OHIO 


Mr. Witx1n. Mr. Chairman, I will be glad to submit my statement. 

The CHarrMan. Very well, sir. Is it similar to the statement you 
made last year? 

Mr. Wixxin. Yes; it is. It is a profit-and-loss statement, and that 
is the meat of my statement. 

The Cuairman. All right, it will be inserted in the record at this 
point. 
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(The statement is as follows :) 


STATEMENT OF L. LOWELL WILKIN, PRESIDENT OF WILKNIT HostEry, Co., INC., 
GREENFIELD, OHIO 


Mr. Chairman and members of the committee, my name is L. Lowell Wilkin. 
I am president of the Wilknit Hosiery Co., Inc., of Greenfield, Ohio. Our business 
is selling hosiery through the mail. Independent “dealérs” buy our hosiery for 
resale and/or for their own use and their family’s. Hosiery that is for resale 
is sold mainly to their friends, relatives, and people in their own neighborhood. 

Our business promotion is mostly by third-class letter mail. We employ 
approximately 175 people in our home office. Our sales result in employment 
for approximately 400 factory people among our sources of supply. We have 
been in business since 1924. 

I submit the following two profit-and-loss statements : 

Statement 1, year ending June 30, 1956 


Sete. tobi 24.645 Rec S cetlclisen nhs deteiesh soaalh ele odes $2, 751, 720. 28 
Net loss, before tax refmnd___-_- ana i cshanaulbeiabuaeaeene as —22, 492. 79 


Proposed inereases 


| 


1956 fiseal | 1957 1959 
year : 
Amount Per- | Amount Per- 
cent | | cent 
_— ‘ | anand 
3d class letter mail expenditures_. |$232, 299.75 | $77, 433. 25 33 ($154, 866. 50 | 66 
3d class merchandise mail expenditures (approxi- | | | 
mately) - , Ls 26,090.49 | 13,045. 24 | 50 13, 045. 24 50 
Post-card expenditures (approximately) - - 47,271.50 | 23, 635.75 50 | 28, 635.75 | 50 
— ——----| ——— - | — ——|- —_— — 
Total proposed increases based on 1956 fiscal | 
FORR wowcackutan bs . new ndodldieiincamne | ..----| 114, 114. 24 | 191, 547. 49 | 


Statement 2, estimates for year ending June 30, 1957 


I a sci ne tans eke Pal kai ne a er $3, 600, 000 
Profit, before taxes___- OS Se cee eat eee te a ce 120, 000 


Proposed increases 


1956 fiscal 1957 1959 
year 
Amount | Per- | Amount | Per- 
cent cent 
- i - 
3d class letter mail ‘ $282, 000 $94, 000 | 33 $188, 000 66 
8d class merchandise mail , 34, 000 | 17,000 | 50 | 17, 000 | 50 
Post cards_- a 61, 000 | 30, 500 | 50 30, 500 | DO 
Total proposed increases based on 1957 esti- | 
mates--.- | 141, 500 235, 500 i 


It is obvious that we cannot stand even the 1957 proposed increase in postal 
rates, which would cost us about $141,500 extra, as shown. The 1959 rate would 
increase our extra cost to abemt.$235,500, as.shown. 








342 READJUSTMENT OF POSTAL RATES 
I submit the following two charts: 


CHART 1 


OUR THIRD CLASS MAIL EXPENDITURES FOR YEARS 1950-56 ('57 ESTIMATED) 
In Thousands of Dollars 
Piscal Year Ends June 30 


| 
j 
j 
| 
| 
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(3rd Class rates increased 50% July 1 '52) 
CHART 2 
OUR FEDERAL INCOME TAX FOR YEARS 1950-56 ('57 ESTIMATED) 
In Thousands of Dollars 
Fiscal Year Ends June 30 
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0 
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Please note the third class mail expenditures going up while the Federal 
Income Tax trend goes down. Also please note the year 1953. It was the 
first year of operating with 50% higher 3rd class rates. We increased 
mailings too that year trying to increase sales to offset the 50% rate 
increase. 
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It has been said by some witnesses that the Post Office will receive less revenue 
from third-class mail if rates are increased. However, I believe it is entirely 
possible that the Post Office will receive increased revenue from increased third- 
class postage rates. This is because it is likely that big business will mail even 
more at the higher rates, finding their returns better after many small businesses 
cease their mailings. 

During the last few years it seems that big business is getting bigger, and 
small business is getting smaller. As costs go up, the little ones drop out. 

It is sometimes said that third-class mail users are subsidized by the Govern- 
ment. In answer to this I cite our company figures as follows: 


Net worth June 30, 1956 (mostly built during past 8 years) —----_ $778, 489. 22 
Income taxes paid Federal Government past 8 years___------_--- 923, 052. 76 
Postage paid Federal Government past 8 years___._.---_-------~ 2, 694, 952. 60 

Total paid Federal Government past 8 years_____-------__- 8, 618, 005. 36 


In conclusion, I believe that before postage rates are changed Congress should 
determine a clear-cut policy as to what Post Office services should be charged to 
the users and what services should be charged to public welfare. I suggest 
careful study be given of the report by the Citizens’ Advisory Council entitled 
“The Post Office as a Public Service.” Thank you for this opportunity to pre 
sent our case. 


The Cuamman. Do you wish to make any observations or any com- 
ments on the statement ? 

Mr. Wirx1n. The comment on the profit and loss statement shows 
that the proposed rate for 1957 would cost us an additional $141,500 
and the proposed rate for 1959 would cost us $235,500, which would 
put us in the red and out of business. That is the comment I wish to 
make, 

The Cuatrman. As [I recall, you conduct your selling business en- 
tirely through the mails; is that correct? 

Mr. Wixi. Yes, sir. 

The CHarrman. You do have any salesmen out on the road? 

Mr. Wixi. Not our own salesmen. There are people who buy 
our hosiery for resale. 

The CHatrman. And the Post Office Department, you might say in 
one sense of the word, operates your business, so far as the selling 
and delivering of your goods is concerned ? 

Mr. Wrx1n. The merchandise is shipped by fourth-class mail, 
yes, sir: third- and fourth-class mail. 

The CuHatrman. Do you use third-class mail? 

Mr. Wirx1n. Third-class merchandise mail, yes, to some extent. 
That is in this staement. 

The Cuarrman. How long has your company been in existence? 

Mr. Witxrn. Since 1924. 

The CHarman. How much business are you doing a year? 

Mr. WILKIN. Last year, as in this statement, it was $2,751,000. 

The CuarrmMan. All that is done through the mails? 

Mr. Witxry. Yes, sir. 

The CuHatrman. You are in Greenfield, Ohio? 

Mr. Wrrx1n. That is right. 

The Cuamman. How many employees do you have? 

Mr. Witkin. We have 175 there and in my statement we estimate 
that our sources of supply maintain about 400 people to keep us 
supplied. 
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The Cuatrman. Are there any other questions / 

If not, thank you very much, sir. 

Mr. Witxrn. Yes, sir. Thank you. 

The Cuarrman. The next witness is Mr. Arthur Z. Gray, chairman 
of the general operations committee of Magazine Publishers Asso- 
ciation of New York, accompanied by Mr. Frank Cawley. 

The House is already in session, and we cannot get through with you 
gentlemen this morning. We will work out a convenient pa for you 
to return. The committee will be in recess until 10 a. m. Monday 
morning. 

(Thereupon, at 12:05 p. m., the committee recessed, to reconvene 
at 10a.m., Monday, April 1, 1957.) 





READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


MONDAY, APRIL 1, 1957 


House or RepresENTATIVES, 
COMMITTEE ON Post Orrice AND CIviL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CHamman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust postal rates. 

The first witness this morning will be Mr. William D. Patterson, 
associate publisher of the Saturday Review, New York City. We will 
be glad to hear from Mr. Patterson. 


STATEMENT OF WILLIAM D. PATTERSON, ASSOCIATE PUBLISHER 
OF SATURDAY REVIEW MAGAZINE, NEW YORK, N. Y. 


Mr. Parrerson. Thank you, Mr. Chairman, I appreciate your kind- 
ness and the courtesy of Mr. Maginnis in letting me start, because I 
understand he has a detailed statement. 

The Cnarmman. That is correct. 

Mr. Parrerson. My name is William D. Patterson. I am associate 
publisher of Saturday Review, a national weekly magazine published 
at 25 West 45th Street, New York City, and circulated throughout 
the country. Our current circulation is averaging well over 165,000 
a week. 

‘The Saturday Review is a medium-sized magazine addressed to a 
quality audience, but like all publications, large or small, it could not 
function without the efficient and economical services of the Post Office 
Department. 

1 read that as part of identification, and my reason for being here, 
Mr. Chairman, and then I would like to enter this in the record and 
comment on it briefly, if I can, to save the committee’s time. 

The CHamrman. The statement will be inserted in the record at this 
point. You make whatever comments you desire. 

245 
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(The statement is as follows:) 


STATEMENT OF WILLIAM D. ParrersON, ASSOCIATE PUBLISHER OF SATURDAY REVIEW 
MAGAZINE, OpposInec Postat RATE INCREASE AS AGAINST PUBLIC PoLicy; UrRe- 
ING CONGRESSIONAL INVESTIGATION OF PRESENT UNSATISFACTORY OPERATIONS OF 
PosTaL SERVICE 


Mr. Chairman and members of the committee, my name is William D. Patter- 
son, I am associate publisher of Saturday Review, a national weekly magazine 
published at 25 West 45th Street, New York City, and circulated throughout the 
eountry. Our current circulation is averaging well over 165,000 a week. 

The Saturday Review is a medium-sized magazine addressed to a quality 
audience, but like all publications, large or small, it could not function without 
the efficient and economical services of the Post Office Department. 

Therefore, we are deeply and directly concerned with the bills for postal rate 
increases (H. R. 5836, H. R. 5839) which you have before you. Our concern is 
as simple, as direct, and as deep as survival itself, for the proposed increase of 
60 percent in second-class mail, even at the rate of 15 percent annually for the next 
4 years, threatens the existence of this magazine and, we are sure, of most other 
small- and medium-sized magazines in the country. 

This increase would finally cost us $40,000 or more a year. This may seem a 
small figure in the light of the astronomical sums current in Washington for the 
Federal Government’s urgent tax and budget needs, but it is a critical figure to 
us in these days of universally rising costs, and shrinking profits. 

For this basic reality of small-business economics, we are opposed to the pro- 
posed rate increase. This seems to us legitimate self-interest, and I wanted to 
record and dispose of this vital aspect at the outset. 

For we are also opposed—and even more strongly—on the grounds of sound 
public policy to the proposed rate increases. 

We believe the postal service is an essential communications service rendered 
to all the people as part of our general welfare. Such communication is essential 
to a free and informed democracy. 

We believe that the postal service should be supported, therefore, by the taxes 
of all of us with sums adequate to the efficient functioning of the service. We 
do not believe that the users of the service, including business firms for whom 
the service is indispensable as far as their business operations are concerned, 
should be charged more heavily for access to the mails on the theory that the 
Post Office is not a public service but a business operation which, like any private 
business, should operate at a profit, or at least without a deficit. 

This is the crux of the current debate over postal rates. We believe that the 
Post Office is as much a public service as the public health service or the armed 
services, as essential to the security and well-being of the American people. 

The second-class mailing permit was created by Congress for the express pur- 
pose of facilitating the circulation of cultural, educational and religious printed 
materials. The Saturday Review is primarily devoted to such matters. The 
increase that is contemplated would, therefore, have the effect of injuring the 
very kind of periodical which the law was designed to protect. The proposed 
increase makes no distinction between large expensive mail-order catalogs or 
mass circulation publications, on one hand, and magazines which literally fit the 
description of the original act of Congress, on the other hand. The ability of a 
cultural and educational magazine such as the Saturday Review to absorb the 
contemplated increase in postal rates represents a real question. It seems to us 
that the members of this committee may wish to take into account the fact that 
Congress originally made an important distinction between mass media and 
cultural, educational and religious journals. It should also consider, we believe, 
whether this distinction is worth preserving. 

This issue is, of course, well known to the members of this committee and 
so clearly understood that I do not intend to take your time to discuss this point 
further. We most strongly urge, therefore, that these postal rate increases be 
denied on the grounds of sound public policy. 

I would like, however, to close with this comment. 

The Post Office Department obviously is in difficulty. This is evident through 
the critical deterioration of the mail services in this country. Newspapers, such 
as the Philadelphia Inquirer, many business publications, and large and small 
corporations have protested the slowness and unreliability of the mails today. 

We ourselves have had important business correspondence take more than 
14 days between New York and Chicago, a delay which in one instance almost 
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cost us thousands of dollars in a canceled contract. We are constantly worried 
about our mail. Special delivery letters are a scandal of slowness. 

We feel this committee could wisely consider an investigation of the current 
efficiency and management of the postal service before deciding to charge more 
for an unsatisfactory service. An inerease in rates is not in the public interest. 
An investigation aimed at diagnosing the present ills of the Post Office Depart- 
ment and making constructive suggestions for remedial measures would be sound 
policy and in the public interest. 

An alternative proposal would be to set up a national group to consider a matter 
of such importance to the educational mechanism and to the economic structure 
of this country. Such a group would embrace top figures in the field of education, 
leaders in the world of business and others equally concerned with the areas. of 
communications that are the circulatory system of our democratic body. Such 
a group would not only take into consideration the present-day economic needs 
of the post office, but the underlying philosphy behind this establishment and 
the need for reconsidering this whole problem in the light of historie perspective 
and constitutional objectives. Any smaller view would be likely to turn so grave 
a matter into a search for immediate expedients rather than long-time goals 
affecting the strength and growth of all segments and interests to be found in 
America. 

Thank you. 

Mr. Parrerson. Obviously we have an interest in being concerned 
about the proposed rate increase, and I would like to make that clear. 
We would hope that this committee would decide not to approve this 
requested increase, particularly in the second-class mail matter of 60 
percent. It would impose on us a substantial economic problem and 
there is some question, frankly, as to whether we, and magazines 
comparable in size, could absorb an increase of this sort. In our 
particular case it would be something over $40,000 a year. That is a 
very substantial item indeed in our budget. 

The Crarrman. What percentage is the $40,000 of your entire 
budget? What percentage is the postal bill compared to your entire 
budget ? 

Mr. Parrerson. Our total budget runs a little over a million dollars, 
sir, but it is so delicately balanced between income and outgo that 
this would be a very serious item indeed. As a matter of fact, it 
would put us into a deficit position. 

Mr. Rers. You mean the cost is a million dollars to run your 
operation ? 

Mr. Patrerson. Yes, sir. 

Mr. Rees. And $40,000 is your postage bill now ? 

Mr. Patrerson. No. The increase would be $40,000. 

Mr. Rees. The present postage cost is about $120,000 then ? 

Mr. Parrerson. Yes, sir. The projected increase would be an addi- 
tional $40,000. 

The Cuairman. Do you carry advertising ? 

Mr. Parrerson. We do. 

The Cuarrman. How much increase has there been in your adver- 
tising rate over the last 10 years? 

Mr. Parrerson. The increase in our advertising rates has been 
about. 20 percent. We have held the line on advertising for two 
reasons : 

1. In the competition for advertising a medium-sized circulation 
magazine has difficulty. 

2. We have undertaken to hold the line because of the price increase 
pressure on advertisers of numerous rate increases. We held that 
deliberately, frankly, as an effort to increase advertising, and we think 
it was successful. 


&89778—57——-23 
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The Cuamman. What is your subscription price? 

Mr. Parrerson. Our subscription price is $7 a year. 

The Cuarmman. How long has it been that amount? 

Mr. Parrerson. We increased it from $6 to $6.50, and then to $7 
in the last 5 years. 

The CuairMan. Go ahead, sir. 

Mr. Patterson. Thank you. 

Mr. Jonansen. Mr. Chairman, did I understand he was not reading 
this statement? 

The Cuarrman. That is correct. The statement is being inserted 
in full, and then he is making whatever comments he desires. 

Mr. JoHansen. When it is in order I wanted to ask him a question 
about a statement that is made in this statement. 

The CHarrRMAn. Very well. You may ask him now. 

Mr. Jonansen. I notice you refer to the critical deterioration of the 
mail service in this country, and cite one or two specific matters. I was 
curious to know whether these particular instances were brought to 
the attention of the postal authorities at the time and what the result 
was, 

Mr. Parrerson. They were sir. I was going to comment particu- 
larly on this point, because this is of concern to us. 

Mr. Jonansen. I am sorry. I will take it in order. 

Mr. Parrerson. I will come immediately to that, if I may. 

I wanted to establish self-interest here in opposing these rates. We 
are much more concerned in the area of public policy. We simply be- 
lieve that the postal service is an essential communication service, es- 
sential to all the people as part of our general welfare, and that such 
communication is essential to our democracy. 

The second-class mailing permit was created by Congress for the 
express purpose of facilitating the circulation of cultural, educational, 
and religious printed materials. The Saturday Review is primarily 
devoted to these matters, and we have the feeling that in studying this 
increase the committee should be concerned about this original intent 
of Congress and the importance of this proposed increase to publi- 

cations engaged in what might be called cultural, educational, and 
nalinices reporting and comment. This is a distinction worth pre- 
serving. 

However, to come to your question, sir, we have a feeling that for 
the consideration of this committee there is the important fact that 
the postal service in this country seems to us in difficulty and has been 
critically deteriorating. 

Newspapers, I am sure, have come to the attention of the committee, 
such as the Philadelphia Inquirer, and many business publications. 
Other newspapers and many business houses have been protesting 
the slowness and unreliability of the mails. We have had a variety of 
experiences in unduly delayed mail. In one case we sent a special 
delivery airmail communication to Chicago. It took over 14 days te 
be delivered, and as a result we nearly lost a contract costing us several 
thousand dollars. This was not an isolated incident. 

We find that our first-class mail is delivered along with second- 
class and third-class mail, bagged, and special delivery mail. We have 
protested this to the postmaster i in New York. 

The Cuatrman. What is that now? You say that first-class mail 
is delivered in bags with 
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Mr. Parrerson. Is delivered to our office bagged with second-class 
and third-class mail and special delivery mail. We have protested. 

The Cuamman. What kind of bags? You mean a special bag for 

your firm ? 
" Mr. Parrerson, No. It comes in in bulk. We have a considerable 
amount of mail going out of all kinds, and a considerable amount of 
mail coming in. It is in sufficient bulk that it goes out in bags to the 
post office, and comes in. 

The Cuamrman. How would you expect incoming mail to be de- 
livered to you? 

Mr. Parrerson. We think that first-class mail and special delivery 
mail should be delivered as certified and the other mail should come 
along in good order when it does, even though we get daily delivery 
on it, but when it comes into our mail room it is dumped in one great 
mass and in view of the postmarks on the mail we are disturbed by 
the delays in handling. 

We have written to the Postmaster General about this and we have 
written to the postmaster about this, and they have made investiga- 
tions on this and said that they would try to correct it and we have 
been getting some accelerated handling of mail. 

The CramrMman. In other words, you want one bag delivered to you 
containing just newspapers, another bag containing just third-class 
mail, and another bag containing just first-class mail? Is that what 
you want done? 

Mr. Parrrrson. Our problem is the apparent delay in the mail, sir. 
We would like the first-class mail delivered separately, that is true. 
T am speaking on behalf of the people who handle the mail and our 
publisher who follows this, but 1t is the delay in the mail that con- 
cerns us. Our experience is that if we send a letter first-class mail 
und special delivery, the first-class letter, even though retarded in 
delivery, will get there before the special delivery mail. 

The CuarrmMan. Are you talking generally, or just in certain iso- 
lated instances ? 

Mr. Parrerson. They are isolated instances, but they are suffi- 
ciently repetitious, sir, that we feel that there is a deterioration, and 
this concern I think is shared by other business houses and associ- 
ations. We see a great deal of this in the business press, which I am 
certain has come to your attention and, if not, I would be delighted 
to assemble a file on this and send it to you. Various business asso- 
clations have expressed concern about it and we have seen editorials 
in the press of various communities commenting on it. 

The CHamrMan. You said there was some delay in a letter going 
to Chicago which nearly lost you a contract. , 

Mr. Parrrrson. Yes, sir. 

The CuatrmMan. You say here in your statement, “canceled con- 
tract.” Which is correct ? 

Mr. Parrerson. “Almost cost us thousands of dollars,” sir. 

The CuarrMan. “In a canceled contract.” 

It was almost canceled ? 

Mr. Parrerson. Almost canceled. 

The Cuarrman. Allright. Mr. Porter. 

Mr. Porter. Mr. Chairman, I would like to ask the witness whether 
he can help this committee by suggesting how we could draw a line, 
because I assume he wants such a line drawn, between a publication 
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like his own, he points out, devoted to cultural and educational 
matters, and religious printed materials, and these other publications 
which should not have a subsidy. Before I ask the witness to answer 
that question I want to point out that here you are criticizing the 
mails, and perhaps with reason. Yet you are before us this morning 
admitting that you have a subsidy and saying that the purpose—and 
you are now paying your whole cost—is the purpose that Congress 
had in mind, and you suggest that we should draw a line. You say: 

The proposed increase makes no distinction between large expensive mail- 
order catalogs or mass circulation publications, on one hand, and magazines 
which literally fit the description of the original act of Congress, on the other 
hand. 

Do you have any suggestion how this committee could distinguish 
in legislation between your kind of publication and between other 
kinds of publications which should not be subsidized ¢ 

Mr. Parrerson. I grant this is a problem deserving the attention of 
the committee. The first point that we make is that in general the 
post office is so essential to the flow of communications in this country 
of all kinds that it should be construed as a public service. It is my 
understanding that there is a concern that the Post Office Department 
should also be viewed not only in its efficiency, but in terms of its profit 
or cost position as a business enterprise, that it is providing a service, 
and like a business enterprise should be paid for the service, and either 
its deficit should be reduced or it should operate in the area of a profit. 
I believe I am correct that the Postmaster General is inclined to this 
school of thought. 

In that area we feel that this is an important public service for all 
the people and for the users. 

The question that you raise, as I understand it, sir, is that even 
granting this policy, there are large users presumably making enor- 
mous use of the mail in strong profit positions and should they bear 
a little more of the traffic than others who are in the field of general 
flow of education, cultural, and communication within the original 
terms of the Second Class Act. 

This is an area that I recognize is important. I just really do not 
feel competent to comment on because this is a big issue, I am sure, 
before the committee and within the industry, and I do not feel quali- 
fied really. I would be happy to go back and discuss this in some 
detail with our people and respond to you, but you are coming into 
an area where I simply do not feel competent to give an answer. 

Mr. Porter. May I suggest, Mr. Patterson, that we could do it on 
grounds of quality. We could try to distinguish between you and, 
say, “Confidential.” I do not know whether “Confidential” uses mail 
or not, but that of course leads to almost impossible problems, which 
you recognize to be one of quantity, which is done already. However, 
I do not know how this committee, even if it did feel your magazine, 
and Atlantic Monthly, and others ought to have some special con- 
sideration, could write a law that would be practicable, and I have 
heard no witness yet say where we could make that distinction. What 
you are really asking is that the present situation be maintained where 
there is great loss and where the taxpayers pay a real part for the use 
of the mails that you and others make. I think that the committee 
may well feel something has to be done about that. 
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The Cuatrman. Mr. Corbett. 

Mr. Coreerr. I would like to inquire about the size of your maga- 
zine. What are its approximate dimensions and approximate weight ? 
Do you know that ? 

Mr. Patrerson. The size is 8 by 11. 

Mr. Corserr. About letterhead size. 

Mr. Patrerson. Yes. It is the standard size of Time and News- 
week, 

Mr. Corsert. Is the weight rather uniform? 

Mr, Parrerson. The weight varies fractionally. 

Mr. Corserr, Would it be normally a quarter of a pound or a half 
a pound, or what is it? Is it 7,8, 10, 12 pages? 

Mr. Parrerson. No. It runs anywhere from 52 to 68 pages. 

Mr. Corpert. Is it on slick paper or newsprint ? 

Mr. Partrerson. On a mixture of slick paper and a rather heavy 
weight we call English finish stock. 

Mr. Corserr. And what would be your average postage per piece? 

Mr. Parrerrson. I wish our comptroller was here, because he knows. 

Mr. Corserr. Do you have any idea whether it costs half a cent, or 
a cent? 

Mr. Parrerson. I think it is in the neighborhood of a half cent. 

Mr. Rees. He says it costs him $120,000 a year. 

Mr. Parrerson. That is right. 

Mr. Rees. Your circulation is a million? 

Mr. Parrerson. No. The circulation to our subscribers is about 
140,000, weekly. 

The CuarrMan. Do you have newsstand sales too, over the country ? 

Mr. Parrerson. Yes. That accounts for the balance. 

Mr. Corserr. But your figure certainly is something under a penny 
a copy. 

Mr. Patrerson. Yes. 

Mr. Ceperserc. Mr. Chairman. 

The CHarrman. Mr. Cederberg. 

Mr. Ceperserc. You say you have newsstand sales throughout the 
country ? 

Mr. Parrerson. We have what we call high spot newsstand circu- 
lation. There are approximately 90,000 to 100,000 newstands, and 
obviously a magazine of our size cannot afford to cover them. 

Mr. CeperserG. How much do they sell your magazine for at the 
newsstand ? 

Mr. Parrerson. The magazine cover price is now 25 cents. 

Mr. Creperserc. How much of that goes to the newsstand seller ? 

Mr. Patrerson. It breaksdown. We get, I think, 1414 cents of the 
25 cents. 

Mr. Ceperserc. The difference goes to the 

Mr. Patrerson. Newsdealer and to the distributor. 

Mr. CeperserG. That is more than the post office gets, is it not? In 
other words, if you are in a position to give the newsdealer the dif- 
ference between 1414 cents and 25 cents, why could you not give the 
Post Office Department, say an additional half a cent, which is ap- 
proximately what it would amount to when you reach the maximum, 
If I read your testimony correctly? It would finally cost about $40,- 
000 a year. If you break that down from the number that you put 
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through the mail per piece it would come at the end of the fourth 
year to approximately a half a cent. 

Mr. Patterson. We sell it to the subscriber for less than we sell it 
on the newsstand, and figured in the price to the subscriber also is the 
reduced prices of what we call offers to persuade them to subscribe, 
which brings the price down considerably and all of the complex costs 
of fulfillment and everything go in also to the subscriber under those 
reduced rates, and it does get frankly, sir, to a margin of where a 
penny or a half a penny on the bulk of the operation is important, 
particularly when—and in fairness to the post office, it was asked be- 
fore—we are in a period of rising costs, and many of the business 
people have testified before the committee have been caught as we 

have, in this legitimate cost squeeze with income. 

Mr. Ceperserc. Your postal charges are as much the cost of doing 
business for your company as any other cost, are they not ? 

Mr. Parrerson. That is correct. 

Mr. Crpersere. Is it not natural to assume then that rates ought 
to go up proportionately ? 

T recognize that you do perform a public service, which I think 
practically all magazines do. There are some exceptions; I do not 
think there is any question about that. However, my position is 
that if your postage rates are the same today as they were about 10 
years ago, then legitimately you ought to be in a position to absorb the 
postal rate increase. 

Mr. Parrerson. The position we have taken is not that our maga- 
zine was per forming some unique public service, but, rather, that the 
post office is a public service and that the accessibility of this service 
in a viable cost structure for all the people, and the business enterprise 
is in the area of the general welfare and should be supported by the 
taxes of all of us. 

Mr. Crperserc. Recognizing that there is this element of public 
service in the post office, do we also have an area of private service ? 
In other words, it is not all public service; there is some private serv- 
ice, too. There is private service to your organization, because it is 
a profitmaking organization, is that not correct ? 

Mr. Parrerson. That is correct. 

Mr. Cepverserc. And as the private beneficiary of the mail you 
ought to be paying more in proportion to what you paid many years 
ago. 

“Mr. Parrerson. That is a valid argument. Our feeling is—and I 
think many users of the mail—that these costs, because they do ac- 
cumulate in terms of our operations on a unit basis because we all 

make such extensive use of the mail, become a very serious economic 
factor, and so serious that, in our pz artic ular case and, I think, of many 
other publications, it would push us into a deficit. 

Mr. Crpersere. Have your profits been going up or down? 

Mr. Parrerson. Our profits have oscillated up and down, and I 
have to say because of various price increases that all businesses have 
been struggling with, and we are trying—and this is something here 
that is so absolutely essential to us and which we regard as a public 
service—to hold the line. 

Mr. Crperserc. The reason I say that is that most magazines, as I 
understand it, have been having banner years. They have been 
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doing better in the past few years than they have for many, many 
years. Ido not know whether you fall in that category or not, Ob- 
viously when we are in a period where a given group of our economy 
is having a good year, you have others who are not having a good 
year, but those who are not having as good a year certainly could not 
blame it on the postal rates; could they? There must be some other 
factors. 

Mr. Parrerson. No. There is a whole combination of factors. We 
have gone from a deficit position to a profit position because of growth 
in the magazine. [ think one reason is the efficient and aggressive 
management of the magazine in recent years, and the fact that the 
market for this particular type of magazine and business in general 
has been good. 

We have seen the closing of some substantial magazines recently, 
and if you look at the number of magazines that have died in this 
country in the last few years it is rather impressive, if you are in 
the magazine business. It is a difficult sort of juggling act; and, feel- 
ing that we are on sort of a tightwire between profit and loss right 
now, this item from the viewpoint of business self-interest is of serious 
concern to us. 

Mr. Creperseré, Do you think a half a cent over a period of 4 years 
on your magazine would be harmful to you? 

Mr. Parrerson. It would be a matter of serious concern to us, sir; 
it would be serious. 

Mr. Crpersera. That is all I have. 

The Cuatrman. Do you have any other publications besides the 
Saturday Review ? 

Mr. Parrerson. No, sir. 

The Cuarrman. What is the name of your publishing company ? 

Mr. Parrerson. Saturday Review Associates. 

The Cuarrman. Is it a stock company ? 

Mr. Parrerson. Yes. We operate a newspaper syndicate, but there 
we are not importantly concerned with the mail, though obviously we 
use the mails. We service a variety of newspapers throughout the 
country with special features, but the important concern is the maga- 
zine. We publish the one magazine, the Saturday Review. 

The Cuarrman. You mean you contribute to newspapers over the 
country ¢ 

Mr. Parrerson. Yes, sir; every week. 

The Cuatrman. Are there any other questions? 

Mr. Rees. Mr. Chairman. 

The CHarman. Mr. Rees. 

Mr. Rees. We hear witnesses tell us about the number of magazines 
that have been going out of business in recent years; say 5 years. 
What about the increase of new magazines that come into being? Are 
there a good many of those? 

Mr. Parrerson. I think the balance between appearance and disap- 
pearance is substantially on the side of disappearance as far as im- 
portant general magazines are concerned. I think of really only 3 or 
4 offhand: Scientific American, which has been established—this is 
since the war—and successful; Holiday, which after a long struggle 
is now a very successful magazine; and Sports Illustrated. There is 
u magazine, Playboy, but I do not know its economic position; and 
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The Reporter. I do think of those, now that I reflect on it. From 
what I know about the economics of publishing, I would say that only 
two of those were profitable enterprises. 

The CHarrman. Judge Davis. 

Mr. Davis. I notice in your statement you say that your magazine 
is addressed to a quality audience. As a matter of information, I 
would like to know what there is about it that addresses itself to a 
quality audience. 

Mr. Parrerson. That is a publishing term to distinguish between a 
mass audience and a quality audience. You think of a quality audi- 
ence in terms of education and income and what you might call focused 
interests. Ina sense, a dental magazine is a combination of a qualit 
and trade magazine because you have people of high income, hig 
education, and specific interests. This is a oe to a certain extent 
for defining the magazine in general publishing and advertising 
terms. 

In our case we are concerned with editorial matter that is of partic- 
ular interest to educators because it is in the field of books, literary 
reviews, and criticisms, music reviews and criticism, and discussion. 
This is in considerable detail and we think with high quality critical 
standards in the area of ideas, and generally, we think, t oughtful and 
informative articles, not exactly news articles, but articles trying to 
examine basic trends in our culture and society and the world around 
us, and in the field of communications, whether it is radio or television, 
or the press, or public opinion; editorial matter which by its very 
nature and experience tends to sharply limit your audience. 

Mr. Davis. To what group of people is your audience limited ? 

Mr. Partrerson. It is limited only in the sense that we have been 
unable to persuade more people to read this type of material. 

Mr. Davis. You must have some description, though, that would 
describe generally the class of people or the group of people, if there 
is such, who subscribe to your magazine. 

Mr. Partrerson. Yes. We refer to them as people of high educa- 
tion, wide influence, good taste, and high income. 

Mr. Davis. And how do you go about securing your list of sub- 
scribers ? 

Mr. Patrerson. Well, for example, there are, as I am sure you 
know, sir, many lists that are available to publications when they are 
soliciting new subscribers. We have tried to develop our own list. 
We probably give more attention to music and records and hi-fi than 
any magazine in the country, even the trade publications. 

Mr. Davis. Let me ask you this, Mr. Patterson: Do you deal with 
poetry ? 

Mr. Patrerson. Poetry, yes; a considerable amount of poetry. In 
the case of music, we have gone to the trustees and the season subserib- 
ers of all the symphony orchestras in the United States. No one else 
frankly has had access to those lists, to my knowledge. We have 
assumed that anyone in a community that is a trustee of a symphony 
orchestra, say for example, the Dallas Symphony, or is a subscriber 
or contributor, is a kind of person we would be interested as having 
asa subscriber. We get his name and we ask him if he would like to 
subscribe to the magazine and in fact we have had good response. 

Mr. Davis. Does your magazine give an award on the writing of 
poetry? What I am asking about is this: I have a recollection—it 





READJUSTMENT OF POSTAL RATES 355 


may be in error—that this magazine made an award to a poet 2 or 3 
years ago who was in an institution of some kind. 

Do you recall anything like that? 

Mr. Parrerson. There was a controversy some time ago over the 
award, I believe, of the Library of Congress Poetry Award to Ezra 
Pound, who was in an institution, and my recollection is that we 
opposed it. 

Mr. Davis. You opposed that award? 

Mr. Parrerson. Yes, sir. 

Mr. Davis. I read something about it, but my recollection is a little 
hazy. 

Mr. Parrerson. It was quite a severe controversy at the time and 
we were condemned for opposing that award; but we did. 

Mr. Davis. Where was this poet confined ? 

Mr. Parrerson. He had been, I believe, living in Italy, had been 
very sympathetic to the Fascist regime there, or alleged to be, in fair- 
ness tohim. He is a man of considerable talent, and I believe that he 
had had a nervous breakdown and he was confined because they were 
concerned whether or not he would recover from this breakdown. 
But he is a fine poet. I think it is fair to say of Mr. Pound that he is 
a fine poet. We felt that for political advocacy in a critical time he 
had abused his poetry and his talent and we did not feel that the 
Library of Congress should give him an award. 

Mr. Davis. Was he an American citizen ¢ 

Mr. Patrerson. He is an American citizen. 

Mr. Davis. And was at that time? 

Mr. Parrerson. And was at that time. 

Mr. Davis. And the ground of your opposition was that he had sup- 
ported the Fascist regime in Italy while a resident there ? 

Mr. Parrerson. Yes, sir. I am recalling this also from memory, 
sir, because I was not associated with the magazine at the time, but I 
believe that is correct. He was a resident in Italy. 

Mr. Davis. When did you come with them, Mr. Patterson? 

Mr. Patrerson. About 5 years ago. 

Mr. Davis. That is all. 

The Caarrman. Are there any other questions ? 

Mr. JoHANSEN. Yes, Mr. Chairman. 

The Cuatrman. Mr. Johansen. 

Mr. JOHANSEN. I would like to ask you this: Do you in general favor 
the bearing by the Government of an increased share dr proportion 
of your postal cost ? 

Mr. Parrerson. Increase in the sense of even more than the Govern- 
ment is sharing now ? 

Mr. JoHANSEN. Yes, conceivably. 

Mr. Parrerson. I do not think we would advocate that, sir. 

Mr. JoHansen. If you advocate a continuation of the present postal 
rates for your class of publication with no increase and if, as appears 
likely, we continue to have increasing costs—we have a request In now 
for a pay raise for postal employees which would aggregate roughly 
I understand a billion dollars a year—if there is a constantly increas- 
ing cost, is not the effect then that you automatically enjoy a decrease 
in the proportion of postal cost? Is that not an automatic effect if 
we do nothing about the rate ¢ 
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Mr. Patrerson. That is correct. T was aware of this problem that 
is facing the Department. The reason I answered the way | did, 
sir, was that it certainly seemed to me unreasonable to expect that 
you should reduce Be rates. 

Mr. Jowansen. I did not ask that. I asked you if vou favored a 
reduction of the proportion of costs borne by your public ation. 

Mr. Parrerson. I thought the point I m: ade was in the present. pic- 
ture. No. That was what I was trying tosay. I recognize that what 
in effect is going to happen is that the proportion borne by the Govern- 
ment because of these nec essary increases will increase, but what | 
meant was in the present picture I did not anticipate any rollback. 

Mr. Jonansen, Do you favor a policy by the Congress which has 
the effect of reducing your proportion of the costs of the mail service 
that you use? 

Mr. Parrerson. I think that is the implication of our position, sir; 
yes, sir. 

Mr. Jowansen. Is the answer that you do favor a a ‘rease ¢ 

Mr. Parrerson. It is a question of language. We favor the main- 
tenance of the present rate, which in effect is a decrease in the propor- 
tion that we pay if these increased costs go through. 

Mr. Jowansen. The point I am trying to establish is that we do not 
stand still on this thing, unfortunately. 

Mr. Parrerson. That is correct. 

Mr. JoHANsEN. It is not just a matter of whether we increase rates 
or not. It is a matter of whether we increase the proportionate cost 
of the users of the mail that is going to be paid by the Government, anc 
that is what we have been doing by doing nothing on the rate. 

Mr. Parrerson. That is correct, sir. 

The Cuarrman. Are there any other questions ? 

Mr. Parrerson. May I just say, we have suggested that there are 
many areas of public policy here that the committee might want to 
consider, and there has been a precedent for a national committee or 
commission of some sort, a Gouihdnation of Members of Congress and 
public figures, whether it is educators or leading businessmen, to study 
this problem i in the total area of Government budget and Government 
economics, and this committee would take into consideration the eco- 
nomic needs of the post office and the underlying philosophy behind 
the establishment of the public-welfare objectiv es that it serves 
through the delivery of the mail in second-class matter; as a matter of 
fact, all mailing matter. 

This is a very basic problem for the Government and society and 
for business, and it may well be that a national group of this sort, a 
mixed commission between Members of Congress and university presi- 
dents or business leaders or people of that sort, might take a total look 
at this problem, because there does not seem to be, certainly either in 
terms of the Government’s budget or the post office or the users of the 
mail, a simple solution, and it may be that such a group of this sort 
would emerge from a study in conjunction with this committee with 
helpful and useful solutions. 

We want to offer that for consideration of the committee because this 
is a big and important issue. 

The Caamman. Mr. Hemphill. 
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Mr. Hemrennt. I was interested in the statement you made to Mr. 
Johansen about the critical deterioration of the mail service in this 
country. 

Over how long a period has there been critical deterioration, to your 
knowledge? 

Mr. Parrerson. I would say, sir, that this has seemed to. us to be- 
come visible—it may have been going on before—to the extent that 
we were aware of it and reading more and more about it in the general 
and the business press over the last 2 or 3 years. 

Mr. Hemrut. I do not want to know what you read in the press, 
but from your own experience. 

Mr. Parrerson. I would say it has been a subject of concern in our 
office over the last 18 months. 

Mr. Hemput.. When you say the Post Office Department obviously 
is in difficulty, what do you mean by that, Mr. Patterson? 

Mr. Parrerson. In difficulty in the sense of the cost struggle that 
they are having, which is the business before this committee, and the 
operational difficulty in the sense that there are apparently many 
things that the Postmaster General feels that he would like to do in 
the way of new equipment, mechanized procedures, and soon, that he 
feels he cannot afford to do because he does not have the money, and 
apparently this is a reflection on his part also of the difficulties the 
total establishment is having in giving the kind of service that he 
would like to give. I know that our publisher in conversation with 
the postmaster’s office in New York, which is of concern to us, has said 
that they have recognized they have problems and they are doing the 
best they can. T am not certain of the figure, sir, because apparently 
there also is an enormous increase in the volume of mail passing 
through the post office. 

Mr. Hempniin. What does your organization do to call this to the 
attention of the Post Office Department ? 2 

Mr. Parrerson. We have written on a number of occasions. We 
have written the Postmaster General, and we have telephoned and 
talked with representatives in his office, giving him specific cases, and 
asking for some additional help. We have been treated with very real 
courtesy and consideration, and there has been some improvement, but 
in general you get an image in these contacts of serious problems, and 
it seems to me that the United States Chamber of Commerce—I am not 
certain it was the United States Chamber of Commerce—and its mem- 
bers have made a study of this problem and they have been concerned 
throughout the country with the delivery of mail, and there has been 
a considerable press discussion. 

As I say, if it would be helpful to you—I did not contemplate this— 
I would send some of this material to you. 

Mr. Hemeniiy. You said a while ago that your first-class mail in the 
question of delivery so far as your experience was concerned received 
no preferential treatment. 

Mr. Parrerson. We find first-class mail is faster than special deliv- 
ery in our experience. We do not think it should be that way. 

Mr. Hempuity. I thought when you were talking to the chairman 
you said it all came together. 
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Mr. Parrerson. No. When we send it out, frequently if we have an 
urgent letter we will send it first class and special delivery, and we 
find that the first class very frequently gets there first. 

Mr. Hemeutitit. What about what you told the chairman a while 
ago, that your first-, second-, and third-class mail was all delivered 
to you at one time? 

Mr. Parrerson. Yes. 

Mr. Hemrutiy. Do you feel that first class does, or does not, receive 
preferential treatment ? 

Mr. Patrerson. We do not feel that it does, and certainly we do not 
feel that special-delivery mail should come in a bag. 

Mr. Hemeniizt. Thank you. 

The Cuatrman. Thank you, Mr. Patterson. 

Mr. Parrerson. Thank you, Mr. Chairman. 

The CuHatrman. The next witness is Mr. Harry Maginnis, execu- 
tive manager of the Associated Third Class Mail Users. 

Mr. CunnincHAM. While they are getting ready, for the record I 
have some fan mail that was sent to me. This is no joke. We are 
talking about third-class matter and second-class matter. One of my 
constituents in Nebraska, Dr. Eric G. DeFlon, of Chadron, accumu- 
lated 3 weeks’ worth of so-called junk mail, advertising, and so on, 
which he put in a box and sent to me. As I say, I am not trying to be 
facetious, but it is a problem. 

The CuatrrmMan. Just one person sent that to you? 

Mr. CunNINGHAM. Just one doctor in a small town in western 
Nebraska. 

The Cuarrman. A doctor? 

Mr. Cunnineuam. Yes. He may get a little more than you and I 
would get because of his profession, but it is still an awful lot of mail, 
and he sent this by parcel post at a cost of $2.79. By that we could 
indicate, I suppose, the weight of it. However, it does irritate people, 
and I know it irritates me a great deal to receive this literature that we 
do not have any use for. 

The Cuatrrman. How many different pieces? Do you have any 
idea ? 

Mr. Cunninouam. No; I would not have. I would say there must 
be 300 or 400. 

Mr. Corserr. Did he add up the value of the postage on all of that? 

Mr. CunntncHam. No. I suppose, being a professional man, he 
did not want to go to that trouble, but the time and effort that it takes 
just to glance through the stuff with the thought in mind that there 
might be something that you ought to see of interest, that time alone 
would be considerable. 

The Cuatrman. Thank you, Mr. Cunningham. 

All right, Mr. Maginnis. 


STATEMENT OF HARRY MAGINNIS, EXECUTIVE MANAGER, ASSO- 
CIATED THIRD CLASS MAIL USERS, WASHINGTON, D. C. 


Mr. Maarnnis. I hope to help explain the box of mail and prove 
to the gentleman that possibly it is a desirable thing. 

Mr. Chairman and members of the committee, this is my third ap- 
pearance before this committee. In each instance I have opposed the 
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proposal for postal-rate adjustments urged by Postmaster General 
Summerfield. I have not been alone in that opposition. Much heat 
has been generated over this complex issue, and I suspect the debate 
will continue unabated unless and until some clear-cut guidelines 
are established by Congress for the setting of postal rates. 

Mr. Summerfield appeared before the Senate Post Office Committee 
on March 21, at which time he outlined his views regarding United 
States postal policy. He disagreed completely with the report recently 
submitted to that committee by a 7-man Citizens Advisory Council, 
claiming that it was neither realistic nor objective. 

The Postmaster General emphasized that the rate bills pending 
in the House and Senate provide for a policy declaration by Con- 
gress. He urged the Senate group to expand its hearings to include 
a consideration of rate increases. Whether that will be done, I can- 
not say. It is obvious that this committee wants testimony covering 
both sides of the question ; rates and policy. 

I shall try to provide the committee with information designed to 
assist each member in forming a judgment on the issues. 

I believe it essential in the beginning to present some facts about 
third-class mail. Many people have the impression that postal rates 
have not been increased since 1932. This impression has been gained 
from countless Department releases which assert that rates have not 
increased “significantly” since 1932. 

We have here, finally, the admission by Department witnesses that 

third-class rates have advanced 38 percent since 1949. I should like 
to emphasize that the minimum piece rate on bulk third-class mail was 
increased 50 percent on July 1, 1952. 
_ Since the annual revenue from third-class mail has average about 
$250 million in each of the past 5 years, it will be obvious to all 
that the increased postage bill of third-class users during that half- 
decade period totaled $475 million. That is no small amount of 
money. I attempted in my testimony of last year to convince the 
committee that a $95 million annual increase was “significant” in 
spite of all Department claims to the contrary. 

The provisions of the present bills to increase the annual revenues 
from third-class mail by an additional $128 million are neither realis- 
tic nor fair. The 2-cent minimum piece rate to become effective on 
the passage of the bill would be unduly burdensome; the 214-cent. 
rate, to become effective July 1, 1959, would be destructive. 

Third-class mail is the advertising medium of the small business 
concern. There are approximately 223,000 bulk permit holders at the 
present time. While other committees of the Congress are seeking 
ways and means to preserve small business in America, we find 
under serious consideration here drastic rate increases which, in my 
judgment, would bankrupt many thousands of businesses which de- 
pend on third-class mail to sell their goods and services. But more 
about that when I get to the policy section of the bill. 

Aside from the rate proposals here under consideration, third-class 
users are distressed about the attitude of the Post Office Department 
regarding this selling tool of the small-business man. The following 
question and answer appear in the record of a subcommittee of the 
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House Appropriations Committee holding hearings on the Treasury- 
Post Office appropriation bill for fiscal 1958 : 

Mr. CANFIELD. This leads me to the question: Does the Department currently 
have in mind any recommendations bearing on any changes regarding that mail 
(third class) other than in the rate bill? 

Mr. Stans. The only change we have in mind at the present time is to in- 
crease the rates. We think then the law of diminishing returns will hold the 
volume of that mail to a reasonable level. 

Members of Congress may or may not agree with this announced 
effort of the Department to prevent an expanding volume of third- 
class advertising matter. I can only suggest that such advertising 
creates sales, that selling is the business of a capitalistic nation, and 
that the administration itself considers an ever-expanding economy a 
desirable and necessary goal. 

In the Department’s steady propaganda stream there runs this dis- 
turbing thread: 75 percent of the mail is business mail. What does 
it matter how high we raise the rates? The taxpayer, the voter, 
won’t care. 

This is pure myth. Business is people. In America we can pro- 
duce as much of any particular item as we choose. If, however, sales 
stop and inventories pile up, we will, as prominent Republican lead- 
ers suggest, have a depression which will “curl your hair.” 

A word about “junk” mail—and that gets to your box of mail there, 
Mr. Cunningham. 

Many of you have received communications from constituents 
blaming all the ills of the postal service on direct-mail advertising. 
It has become a popular target. How did the charge suddenly 
develop ? 

The answer is simple. When the Postmaster General inaugurated 
patron mail some years ago, newspapers viewed such advertising as 
a threat to their own welfare. They jointly resolved to attack third- 
class mail as “junk” until the Summerfield order was revoked. Their 
many editorials convinced a broad segment of our population that 
this kind of mail served no useful purpose. The conviction remained 
after the attacks suddenly ceased, 

The Cuatrman. I wish you would explain the Summerfield order 
which was revoked. 

Mr. Maarnnis. It became possible several years ago to send out 
mail without addresses of any kind. You could simply hand to the 
mail carrier pieces of mail and he would drop one at each house. He 
would not have to sort it, for instance. 

The Cuatrman. No address at all? 

Mr. Maatnnis. No address at all. In fact it is possible to do that 
in rural areas, but the program was suddenly applied to cities, 

The Cuarrman. I protested that very vigorously myself. I pro- 
tested the extension of that service very vigorously. 

Mr. Maarnnis. I took no position on it, Mr. Murray, and I was 
never asked my opinion. But I think I would have been on your side 
of it for many reasons. 

The Cuatrman. I thought you were complaining because the Sum- 
merfield order was revoked. 

Mr. Maernnis. Not I, sir. 

The Cuarrman. All right. 

Mr. Maernnis. These are the two basic facts which prove the wis- 
dom of Congress when it created the third-class mail category. 
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1. Users of direct-mail advertising spend annually $1.5 billion 
creating their sales literature. 

2. These users sell goods and services annually having a value well 
beyond $15 billion. That is three times the dollar value of oil pro- 
duced annually in the United States; only 2 billion less than the total 
farm income of America. 

Congressman Broomfield of Michigan introduced a bill on March 
5th, H. R. 5596, to eliminate third-class mail. I tried to explain to 
Mr. Broomfield that the Congress of the United States did not act 
foolishly when it created this category of mail many years ago. Cer- 
tainly a great industry was created by that action and it has flourished 
simply because the Congress has refused to go along with any proposal 
designed to reduce the volume of such advertising material. 

My explanation of the economics of third-class mail will be “old 
hat” to Members who have listened to me before, but I should like 
to repeat for the new Members the reasons why I believe the $262 
million of revenues presently received from this category of mail is 
sufficient. to cover its costs; why the rates proposed in H. R. 5836 
should not be adopted. 

Deputy Postmaster General Stans is my best authority for this 
statement. Ona number of oceasions he has asserted that third-class 
mail does not get preferred handling. How right he is. After 7 
years as head of Associated Third Class Mail Users I decided on 
March 16 to dispatch one of my bulletins by third-class mail. Mem- 
bers in New York City received it on March 22. A member in Mount 
Morris, Ill., received it on March 25, another Midwesterner on 
March 28. 

In the future I, the spokesman for third-class mail in the Nation’s 
Capital, will use first-class mail. My members want to get the news 
quickly. 

Mr. JonHansen. Then I assume you do not concur with the view 
expressed by the previous witness that third-class mail is getting equal 
treatment or better treatment than first-class mail ? 

Mr. Maainnis. I do not think that was his point, sir. He did not 
say how long it took for the third-class letter to get. to him. It might 
have taken 3 weeks. He was complaining about the third-class letter 
being in the bag with the special delivery letter and the first-class 
mail. 

Mr. JoHansen. However, I judge from this that you think that 
first-class mail does get a preferred service. 

Mr. Maarnnis. I certainly do, sir. I think I will develop that. 

General Stans compared third-class mail to a night Po coat I 
am glad he has so often used the analogy. You will be interested to 
learn that the charge for a 50-word telegram at. straight rates from 
Washington to San Francisco is $3.91. The same 50 words at night 
rates—which received deferred service—cost only $1.45. It makes our 
rate of 1144 cents look very high in relation to the present 3 cents 
first-class rate. What makes the analogy more impressive is the fact 
that the mailer of third-class matter must absorb certain costs, which 
in the case of first class, are borne by the post office. Chart I will make 
this clear to all. That is the yellow chart there. I would suggest you 
simply tear the last three charts off. We can refer to them more 
easily. 
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If you look at the yellow chart, you will note what the Department 
has to do to take care of first-class mail and what it does not have to 
do in relation to third-class mail. 

As Mr. Stans pointed out regarding first-class mail, you have to 
have mail boxes all over the cities. You have to haul the mail to the 
depot. You deposit it down a chute. It has to be faced before it gets 
canceled. 

In third-class mail you have to sort it down into city and State. 
You do not have to cancel third-class mail. There are no stamps on 
it requiring canceling. Third-class mail is already tied when it comes 
into the Department. It is already in sacks, and the only cost at this 
point would be the transportation of it, in comparison with first-class 
mail. There is no forwarding of the third-class letter nor is it re- 
turned, unless you pay a special fee. 

In spite of what Mr. Stans said here a few days ago, in answer to 
a question of Mr. Lesinski, that it costs as much to handle a third- 
class matter as it does first, it just does not add up to that. 

Chart IT, the blue chart—and this is a Department chart; not one 
of mine—will explain why a fill-in category of mail is economically 
desirable. The flow of mail into each post office is not constant. The 
big flood comes at day’s end. How to keep valuable postal clerks 
profitably employed during slack periods is the big problem. You 
must hire them for 8 hours a day. Third class helps to solve it. Third 
class enables the Department to do this economically. 

If you will look at Mr. North’s report—he is the postmaster in 
WwW ashington—you will notice that all the mail floods in the post 
office here at 5, 6, and 7 p.m. Around 11 a. m. and 12 noon, 1 p. m., 
2, and 8 o’clock, and the later hours at night, there is not a large 
volume of mail. As he points out in point 2 of his statement: 


There is a sufficient number of qualified personnel on duty to promptly dis- 


tribute your mail upon receipt, and no backlog occurs as it sometimes does during 


the evening peak period. 


What are you going to do with these valuable clerks unless you have 
mail for them to handle? The telegraph companies solved the prob- 
lem simply by charging a lower rate at night to attract customers, 
even though they only charge one-third the rate of a straight day 
telegram. 

You will have noted the huge losses the Department attributes to 
third-class mail. You will have noted Mr. Stans’ statement about 
controlling the volume of this kind of mail. You will soon have before 
you for consideration Mr. Broomfield’s bill to eliminate third-class 
mail. 

I invite any member of the committee to ask the Department this 
question: “How much money will be saved if third-class mail is 
eliminated ?” 

Be prepared for a confused answer. <A second question would be: 
“How many rural carriers would be discharged if third-class mail 
were eliminated ¢” 

You will note from the cost figures that third-class mail is assessed 

29 percent of the cost of rural delivery. As the volume of such mail 
has increased, that percentage has increased. Yet we all know that 
the rural carrier has to go down that long road at 9 cents a mile no 
matter how much mail he has in his car. This fill-in category of mail 
has provided revenues for the Department which it would not receive 








READJUSTMENT OF POSTAL RATES 363 


if third class were coat tie Not a single rural carrier would be 
discharged if third-class mail suddenly were to be outlawed. 

So much for the ec onomics of third class. I covered the subject 
more comprehensively in my testimony of last year. I attach a copy 
for easy reference. Really I have it here and anybody interested can 
look at it. 

I feel just as strongly that first-class mail has been more than 
paying its way for 25 years and only now is beginning to approach 
the break-even point. The assessment of an additional 1 cent per 
ounce on this category of mail is not, in my judgment, warranted at 
this time. ( ‘ertainly no cost accountant or rate expert can begin to 
justify a charge of 8 cents on a 114,¢-ounce letter, or 12 cents on a 
214 g-ounce letter, and so on up the scale. Such charges would be 
exhor bitant and unconscionable. 

There is a serious question whether post and postal cards pay their 
way at 2 cents. These cards get the same preferred handling as letter 
mail. The weight factor is so insignificant that there is no logical 
reason why the charge for a card should be different from the charge 
for a letter. It is my Ficlsimintt these cards are carried at a calculated 
loss of $35 million annually, and that that amount should be ear- 
marked as a congressionally approved subsidy. 


THE POLICY SECTION OF H. R. 5836 


The opportunity to discuss the policy section of the rate legislation 
before you is a welcome one indeed. The new members may feel that 
an opportunity has been afforded in the past to discuss legislation 
which outlines postal policy. Such is not the case. Many opponents 
of rate increases in the past have urged such policy legislation, but this 
is the first time that any Postmaster General has come in here with 
language which will permit a rational discussion of the problem. I 
refer to section II of the bills before you. 

Here is the opportunity to set the guidelines for ratemaking; the 
chance to end the bickering, name calling, and vituperation which 
have so often attended the perennial postal-rate hearings. 

With a few modifications, the policy section before you has my 
full support. It is a thing of beauty. It says exactly what many 
of us have been saying right along. It only needs implementation. 
As a previous witness remarked, the policy section is not “self- 
executing.” Somebody has to do something before the policy ean 
be effective. 

We most certainly have to determine first what a “public welfare 
item” is. The Department seems to feel that the Kelly law of the 
1930’s is the proper determinant of subsidized or free postal items. 
In his testimony on March 21 before the Senate Post Office Committee, 
Mr. Summerfield asserted : 

Opinions expressed as recently as 30 years ago may have little application 
to the post office of 1957. The only intelligent way to consider postal problems 
is to review them as they pertain to modern conditions. 

Here we are in agreement. Yet Mr. Summerfield’s acts belie his 
words, because only a few weeks ago he appeared here for the reinsti- 
tution of the old Kelly law. The committee has reported a bill which 
will permit the Post Office Department to be reimbursed for certain 
items to the extent of $26.5 million by the Treasury Department. 
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Mr. Corsetr. I think it is in line with the point which Mr. Porter 
was trying to make when we were considering that bill. As Mr, Stans 
explained, the $26.5 million is only the difference between what. is 
currently charged for that type of mail and the amount it would pay 
if it paid the going rate. It is not the difference between what the 
Department says is lost by that class of mail and the preferential rate. 
I am just interrupting to make that emphatic, and I hope to make 
it clear that if we utilize the figure which the Department says we 
lose on those various classes where a preferential rate is extended, it 
comes out a much higher figure even though we used the existing rate 
and reduced the difference between that and the preferential rate. 

Mr. Porter, is that not what you were emphasizing the other day? 

Mr. Porrer. Yes, sir. 

Mr. Maernnis. I think I will emphasize that too, Mr. Corbett, in 
the following paragraphs. 

I believe the total of free and subsidized postal items to be in the 
neighborhood of $400 million. I believe such items should be ear- 
marked and removed from the postal deficit. 

The Cuatrman. Do you earmark them in your paper later on? 

Mr. Maernnis. Yes, sir. I get into that quite comprehensively, sir. 

Business users of the mail should not be called upon to pay for them 
through increased postal rates. 

As you will observe, there is quite a spread between the Depart- 
ment’s calculations and my own. Yet I think the policy language 
Mr. Summerfield has written into his rate bill supports my conte ntion. 

The Cuamman. Mr. Summerfield did not write that in the bill. 
This committee last year approved the policy that was put in the rate 
bill and was approved by the House. Mr. Corbett was on the com- 
mittee, and Mr. Moss was on it. There were several here on the 
committee, as I recall. 

Mr. Maernnis. I think I should state, Mr. Murray, that at the time 
that we appeared up here—I think the bill was H. R. 11380—there was 
no policy language that. we could testify on, The committee went into 
executive session, wrote a policy section that went to the floor, and 
was adopted. I never had an opportunity to comment on it. In fact, 
Mr. Moss asked every witness, I believe, what his idea of policy would 
be, and the day I showed up I was hoping he would ask me that ques- 
tion, but he was not here that day. This is my first chance to comment 
on it. 

Mr. JoHansen. Do I understand the policy statement you are re- 
ferring to is the one that was written in executive session / 

Mr. Maginnis. Last year, sir; and Mr. Summerfield adopted it. 

Mr. Jouansen. I think the chairman’s point is well taken, that 
what you refer to as Mr. Summerfield’s policy statement is the 
committee’s. 

Mr. Maatnnis. All right. Let me word it this way then: That 
Mr. Summerfield evidently has adopted the committee’s language 
because when he transmitted his bills to the Senate and the House he 
included language which he recommends be adopted. 

Mr. JouanseNn. That is quite a different thing. 

The Cuarman. I may further correct the witness. There was a 
special group of this committee appointed to consider the policy 
question. This group made a recommendation to the full committee. 











READJUSTMENT OF POSTAL RATES 365 


It was approved, and a new postal rate bill was introduced with the 
policy provisions in it. That is the bill that passed the House last 
year. . 

Mr. Maginnis. That is right, Mr. Murray. I do not think we 
are in disagreement. 

Mr. Corzerr. I think we ought to add this fact: That, as Mx. Stans, 
Mr. Moss, and myself have set down here and worked on this, we got 
along very fine on a generalized policy statement. When we came 
to implementation we got into so much friendly disagreement that 
we abandoned the effort. We just could not get together on what 
things ought to be listed under which hee adings, and hence we gave 
up for the time being. 

Mr. Maarinnis. Thank you. 

The policy section provides that in fixing and adjusting postal rates, 
consideration should be given to: 

(A) The preservation of the inherent advantages of the postal service in the 
promotion of social, cultural, intellectual, and commercial intercourse among 
the people of the United States, 

That is a big consideration, members of the committee. What ex- 
actly does it mean’ After such consideration is given, what will your 
conclusions be ? 

Mr. Holifield and other members of the committee have been ham- 
mering away at the cost of handling second-class mail and the reve- 
nues received from users of that category of mail. They have estab- 
lished a pretty good case, in my opinion, that the ‘ ‘intangible factors” 
which artificially reduce the loss on this category of mail are based 
on sandy ground indeed. They-have drawn from expert, witnesses the 
admission that the degree of deferment is very slight, in the case of 
most second class public: itions. 

Let the record be clear. Mr. Summertfield’s own formula speaks of 
culture, social intercourse, and intelligence. He is referring to the 
great publishing industry of America, its countless newspapers and 
magazines. No nation in the world enjoys the same freedom of press 
as we in the United States. For a hundred years the Congress has 
kept the rates on second-class mail matter purposely low because it, 
the Congress, wants a better informed, a better educated people. 

We should therefore look very closely at the Department’s “intan- 
gible factors,” My recollection is that a committee of 8 old-time em- 
ployees—although I must say there were 7 oldtimers and Dr. Rains, as 
[ recall, a newcomer—of the Post Office Department last year ap- 
praised these factors and determined that second-class mail matter 
should enjoy a 50 percent reduction below its allocated costs. The 
names of the members of that committee are listed in last year’s 
hearings. 

The Cuarrman. Do you agree with the recommendation of this 
group ¢ 

Mr. Maarnnis. I think the next paragraph will answer that, Mr. 
Murray. 

With all due respect for these Government employees, I ask you, 
members of the committee, is it conceivable that we can begin to 
understand the impact of magazines and newspapers on the American 
way of life without consulting the most august educators, the most 
brilliant minds the Nation possesses? W ho can say, for instance, 
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whether the course of a war, where our very life is at stake, is not 
determined to a large extent by the information carried to the people 
by newspapers and magazines ¢ 

One good picture of the ships sunk at Pearl Harbor may have done 
more to steel the Nation to determined resistance than any other single 
thing. Certainly the draft and rationing laws would not have been 
operative had not the daily and weekly newspapers of the country car- 
ried to all the people the ever-changing selective service and OPA 
rules. 

What exactly has been the effect of newspapers and magazines on 
our people? I do not know. I do not believe the Department has 
made any intensive studies on the subject. How then can they expect 
you members of the committee to give adequate “consideration” as 
provided in paragraph (A) of their policy formula? 

The only thing certain about second-class mail is that it is handled 
at a substantial loss. There are those, including this witness, who 
believe the amount to be the figure given in the Department’s own cost 
ascertainment report. If we are right, then I say with all the con- 
viction at my command that such figure is and ought to be a congres- 
sionally approved subsidy, paid for by the taxpayers of the country 
and not by the other users of the mails. 

The CuHamman. Does that statement also apply to third-class mail ? 

Mr. Maeinnis. I will get to that, Mr. Murray. 

Mr. Summerfield will resist such a decision, Yet it is one only the 
Congress of the United States can make. Previous Congresses have 
declared the losses on second-class handling to be subsidies by simply 
refusing to make this category of mail pay its way. 

Now that Mr. Summerfield has given you a policy formula for 
enactment into law, I urge you to earmark the present $269 million 
annual loss on second-class mail, remove it from the deficit and have 
it paid for by the Treasury of the United States. 

You have an alternative, albeit not a realistic one—raise the second- 
class rates 400 percent in an attempt to make this category of mail 
pay its way. Such a hike would have the effect of driving countless 
magazines and newspapers out of business. Mr. Summerfield would 
not get the revenue and the American people would be deprived of a 
supremely successful educational, cultural, and informational medium. 

I would also include under “Consideration (A)” the low rate for 
books. The Congress has shown much wisdom in keeping the book 
rates low. In fact the present bill would extend the low book rate 
to authors’ manuscripts, sheet music, and other cultural items. Mem- 
bers will remember that Abraham Lincoln in his time walked many 
miles to borrow a book. Because of the low book rate we find that 
over half the families in America at one time or another have belonged 
to book clubs. I am sure the book publishers will have their repre- 
sentatives at these hearings to oppose an increase in the book rates. 
I am all forthem. This is one feature of the postal service too often 
overlooked. Let us get more and more books to our people. If reduc- 
ing the rates will do the job, the committee should seriously consider 
such a reduction. 

Most importantly, however, let us do some earmarking. Let us 
take the $15 million loss suffered on books and have it paid for out of 
Treasury funds, Let us not be ashamed to do it. I am told that the 
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best salesmen for America are the mail-order catalogs which reach 
foreign shores, demonstrating the vastness of our prosperity. I am 
sure American books have a similar impact on foreigners. 

Now I enter an area where I am very liable to get my ears pinned 
back. I asserted last year my firm belief that the rural free-delivery 
service did not pay its way and that it might be useful to inquire 
whether or not a lot of money could be saved if such routes were, as 
in the case of star routes, let on a contract basis. I suspect that I am 
not going to get an answer to my inquiry. All is not lost, however. 
We do have some figures upon which to form a judgment regarding 
the profit or loss features of the rural free-delivery system. In his 
testimony before the Senate Post Office Committe on March 21, Mr, 
Stans stated : 

In 1955 revenues received for mail collected on rural routes amounted to only 
S38 million, while expenditures came to $206 million. But revenues delivered 
on rural routes in 1955 amounted to $209 million. This means that revenues 
on mail going to and coming from rural routes amounted to $247 million as 
against expenditures of $206 million. 

Mr. Davis. What does your sentence mean there, which states “But 
revenues delivered on rural routes in 1955 amounted to $209 million” ? 

Mr. Maainnis. Judge Davis, Mr. Murray was kind enough to notify 
me Friday I was going to testify here and I had to write these words 
over the weekend and I am afraid by mimeograph man has left 
a sentence out. If Miss Allen will go through my rough draft of the 
testimony, I will get the exact sentence for you. The sentence should 
read: “But revenues from mail delivered on rural routes in 1955 
amounted to $209 million.” 

Mr. Corserr. If Mr. Cunningham’s doctor lives on the rural route 
he would have a. box full of illustrations of that being delivered. 

Mr. Maernnis. I think I have let some of Mr. Stans’ language out, 
but, basically I think we will get to what I am suggesting here. 

Then Mr. Stans says: 

This does not suggest that we made a $41 million profit on rural services, 


but it does indicate that it is erroneous to conclude that these rural services 
are costing us any considerable sum of money. 


Mr. Rees. What do you think about the rural routes?) Do you think 
they are losing money or not? 

Mr. Macinnis. I am going to tell you exactly in the next paragraph 
about how much I think they are losing. 

Lawyers refer to Mr. Stans’ type of reasoning as a “non sequitur.” 
While it is true that the revenue from mail going to rural routes totaled 
$209 million, it is equally true that the major cost of handling it 
occurred before it ever got to the rural routes. A calculated guess 
would be that two-thirds of the cost would be applied elsewhere. 
Adding $62 million—that is one-third of the $209 million—to the $38 
million income coming from rural patrons, we have a grand total figure 
of $100 million. 

If my calculated guess on costs is correct, we lost on rural routes 
in the fiseal year 1955 the sum of $106 million. That being the case, 
let us earmark this congressionally approved subsidy and have it paid 
for out of general taxation. 

The same reasoning can be applied to profitless third- and fourth- 
class post offices. In discussing these offices before the House Appro- 
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priations Committee last year, Assistant Postmaster General Abrams 
testified : 

We have closed 3,048 post offices. I can say without fear of contradiction 
that if I had closed all of those which were recommended for closing there would 
have been probably over 5,000 closed. There have been many we have not 
elosed. Many of those were continued on the basis of complaints of the people 
of the community. That is the type of appeal which has been used very effectively. 

It will be obvious that the Department is subject to pressures which 
prevent it from acting in a fully businesslike way. I remember 
another occasion 2 years ago when it was decided to keep a profitless 
post office open on the appealing ground that the former great ball- 
player Cy Young got his mail there. 

Last year, I explained to the committee that the economics which 
warrant the existence of third-class mail do not operate at Christmas 
time, when the volume of mail is so overwhelming that there is no 
such thing as slack time or the need for fill-in mail. I pointed out that 
1 billion Christmas cards sent at the third-class rate of 2 cents were 
given the same preferred handling as first-class cards and that the 
Department therefore suffered an unnecessary loss of $10 million. 

I still insist that there is no reason why third-class matter should 
be handled during the Christmas rush. I suggest that either the law 
be changed to provide such a prohibition or that the Congress, under 
Mr. Summerfield’s formula for setting rates, earmark the $10 million 
as a Christmas gift to the American people. When Mr. Stans was 
asked recently whether a third-class Christmas card received the same 
handling as a first-class letter, he replied “Yes,” so there is no doubt 
about this particular item. 

The Cuaran. Where do you get your figure of $10 million ? 

Mr. Maarnnts. The greeting-card people testified before the ICC 
that 2 billion Christmas cards were sent at Christmas time and that 
half of them went under the third-class rate. 

The Cuatrman. How much do you figure the loss is on these Christ- 
mas cards sent at the third-class rate? What do you say is the total 
loss on third-class mail ? 

Mr. Maernnis. We are not talking here, Mr. Murray, about bulk 
third-class mail, point 1. This is the kind of mail which half the 
citizens of the United States use. In other words, it answers Mr. 
Cunningham’s argument that nobody uses or wants third-class mail. 
Half the people of the United States use third-class mail in the form 
of Christmas cards with the flap in. When they drop it in the corner 
mailbox, which you are allowed to do, and it is picked wp with the 
first-class Christmas cards, it goes down to the post office. It is can- 
celed. It is handled and it is delivered in the same way as first-class 
mail. Another fact which I think is important to point out here is 
that the direct mail industry from Thanksgiving through Chritmas 
does not use third-class mail because there is no readership at Christ- 
mas time. It does not pay off. They do not make a profit, so that 
we cannot be accused of filling up the mails at Christmas time with 
direct mail advertising. 

I should like now to discuss paragraph (D) of Mr. Summerfield’s 
policy formula for setting postal rates. It states that due considera- 
tion shall be given to “the effect of postal services and the impact of 
postal rates and fees on users of the mails.” 
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Mr. Rees asked me last year whether third-class users could not 
stand a “little” increase. I sought to demonstrate that the 50-percent 
increase of 3 years before could har dly be called “little,” amounting 
as it did to $60 million a year to those paying the minimum piece rate. 

I was then asked what the overall effect of Mr. Summerhela’e rate 
»sroposals on third-class mail would be. I responded that I did not 
a but offered an educated guess that it would be harsh indeed. 

In iny prepared testimony I “had suggested that the spokesman for 
business in the President’s Cabinet, Mr. Sinclair Weeks, should be 

called to offer his opinion on the subject. Mr. Broyhill commented 
th: at my suggestion was an excellent one. 

Chairman Murray then stated that Mr. Weeks would appear in 
due course. 

He showed up a few days later. His prepared testimony and his 
responses to the questions of committee members speak for themselves. 
He supported the Summerfield rate bill but had to admit that the 
only study of the problem made within his agency had led to a recom- 
mendation against rate increases. In a word, he provided no informa- 
tion regarding the possible impact of rate increases on mail users. 

He was then asked by Mr. Corbett to transmit some data regarding 
the extent of direct mail advertising and sales in the United States. 
Mr. Weeks had plenty of time to prepare his answer. That answer 
appears in the record of the committee hearings on page 716. The 
only figures Mr. Weeks could dig up in his vast agency related to the 
sales of v arious catalog houses in 1 the year 1948. It was obvious from 
the Secretary’s reply that the Commerce Department today has no 
knowledge of the meaning or effect of direct mail sales on the Amer- 
ican economy today. The figures I have given earlier regarding direct 
mail sales of $15 billion annually are far better than any you can get 
from the Department of Commerce or other Government agency. 

How then, members of the committee, can you make an intelligent 
judgment under paragraph (D) of Mr. Summerfield’s policy formula ? 
[ say you cannot unless you possess information which has not come 
to my attention after searching these many years for it in various 
Government agencies. 

If asked again what the impact of Mr. Summerfield’s rate increases 
on third-class mail users would be, I will still have to give the honest 
reply, “I don’t know.” If asked for my predictions of what might 
happen I will agree with the testimony of Mr. Stans before the House 
Appropriations Committee that direct mail sales will be reduced or 
limited under the impact of the rates proposed in this bill. I will go 
a step further and state my belief that any revenues gained by the 
Department will be more than offset by jobs lost, businesses closed and 
reduced Federal taxes. 

As Mr. Stans and others have pointed out in their testimony, the 
volume of third-class mail has increased 319 percent in the past decade. 
While they do not view such a condition as healthy or desirable, I 
most certainly do. I would be hopeful that the Small Business Ad- 
ministration and the President’s Cabinet ¢ vouncil on Small Business 
would view this restriction of the small man’s sales tool as an unhappy 
development in an era when everyone is concerned about the merger 
of mammoth corporations and the extension of the principle that the 
big get bigger while the small get smaller. The committee, acting 








370 READJUSTMENT OF POSTAL RATES 


under paragraph (D) of Mr. Summerfield’s formula, should seek the 
advice of these groups. 

Mr. Summerfield, so far as I know, has made no economic studies in 
accordance with the principles of paragraph (D) of his policy form- 
ula. Last year his main witnesses were representatives from Sears, 
Roebuck, Burroughs Adding Machine, Republic Steel, newspapers 
which do not use the mails, and the representatives of certain postal 
unions. While he said recently that former Postmaster General 
Donaldson backed his rate bill last year, a close reading of the testi- 
mony will show that Mr. Donaldson did anything but put his im- 
primatur on the legislation. As he had when he was Postmaster 
General, Mr. Donaldson argued that first class was paying its way 
and that second-class users were the culprits. He opposed the bill 
then under consideration and I can only assume he would oppose the 
measures now before you. 

The Cuatrman. Let me call your attention to Mr. Donaldson’s 
statement last year, on page 765: 

Mr. DonaLpson. Mr. Chairman, so far as the Postmaster General’s rate struc- 
ture is concerned, that is, increased rate of postage is concerned, I would join 
him in everything that he has recommended if he would include in his recom- 
mendation a further increase in second-class mail of 70 percent. Instead of 30 
percent, make it 70 percent. 

You will recall that I recommended a 100-percent increase. Thirty-percent 
increase produced only $12 and $13 million in revenue. 

This 30-percent increase would make a 60-percent increase. If he would just 
raise that to 70 percent and spread it over a period of about 5 years, then I think 
you would be justified in raising first-class mail to 4 cents. 


I just read his statement to you. 
Mr. Macinnis. He makes many statements in his testimony, Mr. 
Murray, and I would like to add to what you said what he said on 
page 764 of the same hearings: | 
Therefore, I believe it would be unjust to raise the rate on first-class mail 
until and unless there is a greater increase in the rates for second-class mail. I | 
have not changed my opinion on this matter from that expressed to this com- | 
mittee in March of 1951. . 
There will always be a subsidy in the handling of second-class mail by the 
postal service. It would be improper, in my opinion, to fix the rates to eliminate 
the subsidy. * * * 
So if we paid 70 percent and this bill provides for 60 percent, I | 
hardly think that Mr. Donaldson would say that the bill as now writ- 
ten meets with his approval, Mr. Murray. That is my contention. It 
only provided 30 percent last year and that is why he opposed it. 
The Cuarrman. The committee adopted a change in that providing 
for a 30 percent increase in reading matter and a 120 percent increase 
in advertising matter, and that was approved by the House. 
Mr. Maarnnis. However, at the time Mr. Donaldson testified he had 
no idea there was going to be 120 percent increase on advertising mat- 
ter. He may have approved the bil after it was reported, but. when 
he appeared here on the bill before this committee, I say from his 
language he was opposed to it. 
Mr. Jonansen. Mr. Chairman, was it not the import of Mr. Donald- 
son’s testimony that insofar as he did not support the bill it was 
because it did not go far enough in certain increases ? 
Mr. Maernnis. Yes, sir; I think that is about it. 
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Mr. JoHanseENn. I gather the import of your statement to imply that 
he was oposed to these rate increases or to rate increases. 

Mr. Maainnis. You can never be sure what Mr. Donaldson says, 
and I could write a doctor’s thesis on Mr. Donaldson over the years. 
But at the bottom of page 763 he says: 

The chart indicates that first-class mail just about pays its way and the 
increase recommended—3 to 4 cents—would produce additional revenue of $295 
million, more than enough to pay the loss on second-class mail. 

Here is a former Postmaster General who says that, “I haven’t 
changed my views since 1951, I still believe first class pays its way.” 

Mr. JoHANsEN. My point is that you come before the committee— 
and I want to be fair with you—and your appear to be arguing against 
rate increases and appear to be quoting Mr. Donaldson as supporting 
your position, and I do not think that is correct. 

Mr. Maernnis. I believe he does support my position. I am buying 
Mr. Donaldson on this one, 

The Cuatmrman. Mr. Donaldson has always been in favor of a tre- 
mendous increase in third class mail throughout the years. 

You do not dispute that, do you? 

Mr. Maatnnis. Except for one thing, Mr. Murray. It is an economic 
fact of life in the setting of rates that if first class is paying its way 
at 3 cents, then the minimum piece rate of 114 cents is paying its way 
for third class rates. 

Mr. Rees. The Chairman is referring to Mr. Donaldson’s position 
on third class mail rates. 

Mr. Maetnnis. If Mr. Donaldson says that first class rates are pay- 
ing their way, perforce he admits that third class rates are paying 
their way. There is no other place to go, Mr. Rees. 

Mr. Corzerr. I wonder if we are not wasting our time in trying to 
establish whether Mr. Donaldson is or is not an authority. I do not 
think many of us are going to vote this up or down depending on 
what Mr. Donaldson said. 

Mr. Rees. I was just trying to keep the record straight here. 

Mr. JoHansEN. I am certainly interested, Mr. Chairman, in the 
credibility of this witness. 

Mr. Maarinnis. A good deal has been said about the statute which 
provides that each Government agency should recover the full cost of 
what measurable services they perform. This is interesting because 
the Post Office Department leads all other agencies in the recovery 
of costs. Chart IIT best demonstrates this, covering the year 1955 
when the recovery was 88 percent. 

When Secretary of Commerce Weeks was here as an advocate of 
increased postal rates he was interrogated by Mr. Gross regarding 
the adequacy of fees being charged for patents. Here is what Mr. 
Weeks replied : 

Of course, in the patent end of it, in my judgment it would be quite reasonable 
to vary the fees as between established businesses and the small inventor. How- 
ever, that is a long subject. We have a bill and it is under consideration, that 


today would about pay out three-quarters of the cost. I have been working 
on that for 3 years and have not seen the end of the trail quite yet. 
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I offered for the record last year a 33-page single-spaced document 
prepared by the Legislative Reference Section of the Library of Con- 
gress which showed the many services performed by various Federal 
agencies for which fees were charged and services for which no fees 
were collected. I do not wish to burden the record of this committee 
with the itemization but I can assure committee members that there 
are very few agencies of Government which charge fees sufficiently 
high to pay for services rendered specific persons. 

And 1 suppose the clincher has to do with Mr. Summerfield’s own 
perplexity about the charging of fees for services over which he has 
control. I refer to special services—C. O. D., registered mail, insured 
mail, et cetera. He 1s losing $48 million a year on these services; yet 
he is unable or unwilling to charge fees which will permit them to be 
self-supporting. He knows that as fees are hiked the use of such 
services will decline and the revenues he desires will not be forthcom- 
ing. When commenting on Department efforts im this area, Mr. Stans 
told the Senate Post Office Committee on March 21: 

We have been making intensive studies to reduce the costs of these services * * * 
and we also intend to make realistic upward adjustments in the fees in the near 
future. 

Yet, Mr. Summerfield is asking you, the House Post Office Commit- 
tee, to approve rate increases which will add a burden of one-half bil- 
lion dollars annually on the users of the postal service. While he has 
knowledge to guide him on the danger of raising the fees for special 
services and thus conducts “intensive studies,” he is asking you to 
speed through without full consideration what I choose to term “puni- 
tive” rate increases. The general states that: 
it is my conviction that the present urgent necessity for greater revenues for the 
postal service transcends even the need for long-range policy. 

I can only sound a warning. It is my considered belief that unless 
the policy issue is once and for all dec ‘ided by the Congress, the likeli- 
hood is very real that the ill-considered rates the Postmaster General 
proposes will be adopted and the greatest damage done to thousands 
of small business concerns throughout America. The Senate Com- 
mittee has indicated its intention to resolve the policy question before 
considering rate adjustments. Inasmuch as Mr. Summerfield has pre- 
sented to this committee for consideration a policy formula I urge that 
this committee, too, give it priority over rates. To do otherwise is to 
invite the inequity of one class of mail user paying for the perquisites 
of another. Therein lies disaster. 

General Summerfield has provided you with some guideposts. He 
has listed the considerations which are, in reality, warnings against 
hasty or precipitous action. I can do no better today than win the 
point that the P ~ostmaster General is with us on the policy question. It 
only remains for Mr. Summerfield to ponder the meaning of his own 
words and to act accordingly. 
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Cuarr II, 


UNITED STATES POST OFFICE 
Washington 13, D.C. 


FOR EARLY DELIVERY -- MAIL EARLY EVERY DAY 


This graph shows the comparative volume of collection mail received each hour 
at an average post office during a business day. 


Thousands 
Of Pieces 





LLAM 12N 1PM 2PM 3PM 4PM 5PM 6PM 7PM 8PM 9PM _ 1LOPM 


It will be noted that during the early evening the greatest volume of collection 


mail is received at the post office; at times this causes a congestion during the peak : 
period. 


In the interest of expediting your mail, it is recommended that you mail early 
in the day, all mail that your office has available for deposit at the post office. 


Advantages of mailing early in the day are: 


l. There is ample equipment available to take care of distribution of 
mail as soon as it is received, 


2. There is a sufficient number of qualified personnel on duty to promptly 
distribute your mail upon receipt, and no back log occurs as it some- 
times does during the evening peak period. 


3. Connections can be made with earlier trains and planes, which assures 
more prompt delivery of your mail. 
MAIL EARLY AND OFTEN! MAIL EARLY AND OFTEN! MAIL EARLY AND OFTEN! 
Very truly yours, 


1/12/56 Roy M. North 
3000/ Postmaster 
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Cxrart III. 


COMPARISON OF US: POST OFFICE 
RECEIPTS WITH THOSE OF OTHER 
MAJOR FEDERAL AGENCIES 


Current Fiscal Year 
( Millions of Dollars ) 


| Cog 
2.974 






‘ty Gross Budget 


Expenditures 


Applicable Receipts of 
Public Enterprise 


fost 2.714 


@ interest on the public debt and refunds omitted 


The Cuamman. Mr. Maginnis, you are an attorney, are you not? 

Mr. Maainnis. Yes, sir. 

The Cuamman. How long have you been practicing law ? 

Mr. Mactnnis. I have been a lawyer 19 years, and I have been prac- 
ticing law, I should say, 10 years, Mr. Murray. 

The Cuarrman. How long have you been representing the Associa- 
tion of Third Class Mail Users? 

Mr. Macrnnis. Seven years, sir. 

The Cuarrman. I gather from your statement that you are just un- 
alterably opposed to any increase in any kind of postal rates; is that 
correct ¢ 

Mr. Maainnis. Until we know what the guidelines are, Mr. Murray. 
I am as sincere as I can be in this and [ want to say why. 

The Cuarrman, You are doing the best you can for your clients. 
We realize that and I have no quarrel with you about it, naturally. 
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Mr. Maarnnis. I do not pay postage. I am an advocate. Iam a 
spokesman. I am a lawyer. If the rates go up I will move on to 
another job. There are plenty of jobs ar ound for a vocal Irishman, 
but I am sincerely concerned that nobody knows—nobody knows—not 
this committee, not Mr, Weeks, and not the Small Business Adminis- 
tration, what is going to happen. Mr. Murray, this rate bill proposes, 
as you know, a 21. -cent rate on bulk matter effective July 1, 1959. 

The Cuairman. The first increase is 2 cents. 

Mr. Macrnnts. I understand the first one is2 cents. There has been 
no study made on that one so faras I know. All I know is the volume 
of mail I receive from these small business concerns, and they give their 
profit and loss statements. Mr. Wilkin wasin here. He submitted his 
statement for the record the other day which shows his company will 
be in the red if this bill is adopted. 

The Cuarrman. How many members are there in your association ? 

Mr. Maernnis. We had 400 last year. We have 550 this year, 
Mr. Murray. 

The Cuarrman. I hope that means an increase in your compensation 
then. Mr. Porter. 

Mr. Porter. Mr. Maginnis, you made an excellent statement and it 
has a lot of very good material in it, and I find all through it mention 
of small business and your concern for them. 

Do you have any information about the amount of mail of third- 
class mail used by small business as opposed to big business? Where 
do you draw the line? Do you use the Sopartenant of Commerce figure, 
which I think is $250,000 capitalization. Anybody under that is small 
business ? 

Mr. Mactnnis. I make the judgment from my own membership. 
There are a few of them that you would call big business. We have one 
member that has been mentioned here, the Reuben H. Donnelley Co 

Mr. Porter. However, you have made no study ? 

Mr. Mactnnis. Only to the extent that I received the information 
over a 7-year period. 

Mr. Porrer. That is just an impression. 

Mr. Macrnnis. It is an impression. There is nobody else who has 
made astudy. I think that is tragic. 

Mr. Porrer. You do know that ‘big business, such as the Burroughs 
Adding Machine Co., whose president was in here the other day, and 
other firms that are big business, General Motors, does make a great 
use of third-class mail. 

Mr. Maernnis. Yes; but I should explain this: That when General 
Motors cuts up an advertising pie they get together and say “We are 
going to spend $450 million on adv ertising this year, so much on tele- 
vision, so much on radio, so much on newspapers,” and the pie is cut up 
and down here you have a substantial volume of third-class mail. If 
you eliminated third-class mail all together as Mr. Broomfield pro- 
poses, it would not affect General Motors one bit. They would simply 
increase their expenditures in the other advertising media. 

There are countless small business concerns which have no other 
advertising media. They cannot go on radio, television, newspapers, 
and magazines. Their appeal has to be to specific persons. My wife, 
for instance, is a music teacher, There are probably eight’ music 
teachers in Hyattsville, Md. She receives a ies as a music teacher 
from the Fischer Music Co. It is what they call ‘the rifle approach. 
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The eight teachers in Hyattsville get a piece of mail from the music 
company. 

It would not be possible for that company to advertise in the Wash- 
ington Star, or in Pife magazine, or on radio and TV, so it enables the 
small company to hit all the music teachers in America. Thatvis the 
beauty of direct mail. 

Mr. Porter. I do not question your experience or doubt your sin- 
cerity, but as far as the proportion of people who have the kind of 
businesses who use third-class mail the answer is you do not know. 

Mr. Maarnnis. That is right, sir. 

Mr. Porter. So that in all this invoking, as you do at least four or 
five times in here, of small business as such, as being the chief bene- 
ficiary of third class mail, and therefore the people we should be 
looking for when we seek to consider rate increases, you were just 
guessing there too? 

Mr. Mactnnis. We are guessing. I can bring a hundred witnesses 
in here to support what I am saying if the chairman would allow 
me to bring them in here. 

Mr. Porrer. It is not a matter of opinion. It is a matter of fact. 

Mr. Macrnnis. Yes, and I am stating it because Mr. Summerfield 
in his formula says that we should give consideration in setting rates 
to the impact on the users of the mail and I do not think he has given 
such study. 

Mr. Porter. I concur in that. I was just indicating that I did 
not think you had given such study as to the proportion of use of 
third class mail by small business people as compared to what we 
-all big business. 

Mr. Maarnnis. I had always been hopeful that the great arm of 
Government, the spokesman for business, Mr. Weeks, would make 
such a study. I have one secretary and myself. I am not in a posi- 
tion to make such a study of 232,000 bulk permit holders. That is 
how many there are. We know that down to the last one. 

Mr. Porter. What about your own membership? Are they all 
under $250,000 capitalization ? 

Mr. Maarnnis. Not all of them, sir. I would say that 90 percent 
are. 

Mr. Porter. And does the 90 percent use, in terms of their use of 
the mail, the third class permit a lot more than the 10 percent or 
over? 

Mr. Macinnts. I would suggest so. We have a witness here, Mr. 
Smith, who will be on tomorrow who depends entirely on third class 
mail for sales in the selling of hosiery in North Carolina. He keeps 
three factories open down there because he happens to sell it through 
this third class mail. I do not know what Mr. Smith would do if the 
rates became punitive. I assume he would close up and go into 
another business. 

Mr. JoHansen. Mr. Chairman. 

The CHatrmMan. Mr. Johansen. 

Mr. Jonansen. I would like to say to the witness that I am not 
hostile to the third class mail users and I’m certainly not hostile to 
small business, but I wonder at the fact that your testimony does 
not seem to specifically document at least a few specimen cases, in- 
dicating just exactly what the impact would be on a few small busi- 
nesses that do rely on third class mail. Am I to understand that it 
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is your feeling that the impact of any increase in third class rates 
would be to substantially drive these businesses out of business? 

Mr. Macinnis. That is my impression, sir. 

Mr. Jonansen. Do you have anything to document that, beyond 
an impression ? 

Mr. Corsetr. Will the gentleman yield right there, because I have 
utilized a whole lot of this third class mail and when I was in the 
printing business we did a great deal of printing of matter that was 
going to be entered into the Post Office as third class. 

This type of advertising is basically the type of advertising that 
small businesses must use. They practically have a choice between 
that, and your smalltown paper, and they use both. However, now, 
for an exact example, I used to send out about three mailings a year of 
political material under a third-class permit. It took then about 
100,000 copies to put 1 in each home in the district. So my postage 
bill on third class was then $10 a thousand, or $1,000. We raised the 
rate 50 percent back in 1951 and 1952 in steps, so that the postage rate 
became $1,500. If this bill passes next year it will be $2,000 to mail 
100,000, and the following year it will be $2,500, with the net result 
that I am certainly not going to send as much mail. The costs have 
gone up from $1,000 per 100,000 to $1,500. It is contemplated they 
shall then go to $2,000 and then to $2,500. 

Then we go up to a company in Warren, Pa., with which I happen 
to be familiar, because it is my family’s original habitation. I will 
brief it this way: Their profits before taxes for a period of years were, 
let us say, about $80,000. I think this was in our hearings 2 or 3 years 
ago. Then we upped the cost of their mail 50 percent, so that they lost 
out of that money, say, $40,000, so their profit after taxes and after 
postage was down to $40,000. Now the post office did get $40,000 more 
money. The Treasury Department lost the taxes on 52 percent of 
$40,000. 

Now, if we go ahead and up this thing, we can drive them into news- 
papers or something else, or maybe drive them out of business. I think 
they employ about 300 people entirely on a mail-order situation. 

The Cuatrrman. How many ? 

Mr. Corserr. 300. 

Mr. JoHANSEN. May I interrupt the gentleman and pay him a 
compliment and say that I think he makes a better witness than pos- 
sibly some others we have had in presenting this case. 

Mr. Corserrt. I would like to compliment the gentleman on his good 
judgment. 

Mr. Jonansen. Is there of record any concrete evidence as to the 
effects of the last increase on third-class mail in terms of driving them 
out of business? I am equally sincere in being interested in getting 
tangible facts. Here was an increase made what, 5 years ago? Cer- 
tainly that ought to provide a case study as to the detrimental and 
deleterious effects, if any, of that increase on small business. Can you 
document that? 

Mr. Macatnnis. My answer last year was “No,” and it is still “No,” 
and that is the regrettable thing, Mr. Johansen. I can read you a little 
history, and I think maybe we can end up as the bills are probably 
going to range, about third-class mail. It has existed for a long time. 
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In Kelly’s book, he writes as follows, and this is the Congressman 
Kelly, author of the Kelly Act abont which we have been talking: 

Before the enactment of the act of ~ch 3, 1863, the mail matter now in- 
cluded in third class went as letter m. hich in effect was prohibitive. The 
first rate was fixed at 2 cents for each 4 ounces, but in 1872 this was changed to 
1 cent for 2 ounces and remained in effect for 53 years. 

Under the act of February 28, 1925, the rate was advanced to 14cents for 
2 ounces for miscellaneous third class with the old rate still applying to seeds, 
plants, etc. 

The increase reduced the volume to a considerable degree and the Act of 
May 29, 1928, contained a provision that, when 200 identical pieces are mailed, 
the rate shall be 12 cents a pound. This rate in practical effect is 1 cent for 
1144 ounces instead of the long-continued rate of 1 cent for 2 ounces. The experi- 
mentation is further proof of the fact that rates too high cut down the volume, 
which in turn means increased unit cost. 

This is history. 

Mr. Cepeksera. We could almost call that ancient history. That 
goes back many many years. The status was much different than it is 
today. I should like to emphasize that the minimum piece rate on 
bulk third-class mail was increased 50 percent on June 1, 1952. What 
would be the affect of that 50-percent increase on the volume of third- 
class mail since 1952? 

Mr. Maarnnis. I wish some agency of the Government knew. 

Mr. Cepersere. It is higher, is it not? I mean there is more third- 
class mail today than there ever was? 

Mr. Maarnnis. I would say so. 

Mr. Ceverserc. My constituents think so. 

Mr. Maarnnis. A number of factors enter into it. When we in- 
creased, as Mr. Murray knows, the post card from 1 cent to 2 cents, 
25 percent of those post cards transferred over suddenly into third- 
class mail, because you have upped the price of the post card so high. 
Moreover, the population is increasing all the time. I think the vol- 
ume of third-class mail this year is less than it was last year. I thin'k 
you will find that from the cost figures. 

Mr. Ceperserc. Why would it be any less this year than last year? 
The rates were the same in both years. 

Mr. Maarnnis. We had the factor of the patron mail. The patron 
mail generated a lot of profitable third-class mail. When Mr. Sum- 
merfield revoked the order he would not answer the question whether 
he was making money on that category of mail. 

Mr. CeperserG. Did you appear to testify at the 1952 hearings ? 

Mr. Maarnnis. There wasn’t anything in 1952. In 1951. No, sir; 
I did not testify inthat year. In 1953 I did. 

Mr. CeperrerG. Did anyone representing third-class mail testify ? 

Mr. Maarnnis. Yes, sir. 

Mr. Cepersera. Did they oppose the increase? I assume they did. 

Mr. Maatnnis. Yes, sir. 

Mr. Cepersera. Did they use the same argument you do, that it was 
going to put everyone out of business ? 

Mr. Maerinnis. I do not think they were as strong in that as I am 
here today. 

Mr. CeperserG. Is that probably why they hired you since then? 

Mr. Maarnnis. Possibly so, sir. 
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Mr. Ceperseré. The simple facts are that third-class mail is a con- 
siderable volume today and it is larger than it has been in a long, long 


time. 
Mr. Maeinnis. Would you not agree with me, though, Mr. Ceder- 
berg: 





Mr. CeperserG. I am not against third-class mail. 

Mr. Maainnis. I understand. I tried to point out in this testimony, 
and we have had statements of the Department that rates have not 
increased substantially since 1932, but third-class mail is paying 38 
percent more overall. I am talking about the nonprofit mail, the 
bulbs, roots, seeds, and scions. That 38 percent represents $95 million 
annually. We have been helping to carry part of the load. 

The Republican administration, as you know, is very proud of the 
fact that it has tended to keep down the cost of living. It is going up, 
but in small percentage points. 

So it is my argument that, if we are paying 50 percent more for 
our mail than we paid in 1952 when Mr. Eisenhower took office, that 
is a pretty steep increase, but when you propose in this rate bill to 
make it 150 percent over what it was originally, I think you are head- 
ing for disaster. 

Mr. Crprerserc. What do you have to prove that you are heading 
for disaster? There is nothing in history that indicates that these 
increases cannot be absorbed by third-class mail profitably, and that 
they have not been making substantial profits. It indicates that the 
gentleman cited from Warren, Pa., is still using the third-class mail 
to a substantial degree. 

Mr. Corserr. With a substantial reduction. 

Mr. Ceperpera. In what ? 

Mr. Corserr. In the volume of advertising they sent out. 

Mr. JoHaANnsEN. Is that reduction of record in the testimony before 
this committee ? 

Mr. Corserr. I believe that it was all presented here 2 or 3 years 
ago. I will try to locate it. 

Mr. Crperserc. I think we ought to get some examples of 
some of these third-class uses. I recognize that there is a need for 
third-class mail. It does a fill-in job in the Post Office, as the gentle- 
man pointed out, but how far would you go with the deficit before we 
increase third-class mail again ? 

Mr. Maarnis. I suggested in my testimony that somebody ask the 
Department how much they would save if you eliminated this cate- 
gory. 

Mr. Crperserc. | do not think that is the question at all. 

Mr. Maernnis. I think it is. 

Mr. Crperserc. I do not think it is because this third-class mail 
serves a definite purpose to the people who use it. Costs are not en- 
tirely the only issue on which you set rates. There are other factors 
that go into it as well. 

Mr. Macrnnis. I agree. We talked the other day, and I believe 
you were in the colloquy with the witness, about the historical pattern. 
You remember the question arose that the House Ways and Means 
Committee had raised the rate from 2 to 3 cents, but you pointed out 
that that was an action of Congress and it kept the historical pattern 
of first-class mail paying about 136 percent of its allocated costs. 
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I can only suggest to you that at the time that the rate was 3 cents 
our rate was lcent. In all the years up to 1946 the Post Office Depart- 
ment made a profit. 

Mr. Crperserc. Could you have had too low a rate at that time? 

Mr. Maetnnis. I do not think so. I think what Mr. Kelly is point- 
ing out here in his book is that when you make the rates too high you 
are going to drive mailers out of the mail. When you do that that is 
a dangerous thing for the economy. 

Mr. Cepvernerc. We have not any precedent that previous rates have 
driven third- om mailers out of the mail. 

Mr. Maeinnis. Maybe you did not hear what I read, but there was a 
1-cent rate for ! 53 years and in 1925 they upped to 2 cents suddenly and 
the volume fell so drastically that they had to go back to the 1-cent 

rate. We can learn from history, or we can be suspicious in taking 

an action on a 214-cent-minimum piece rate, in that we might just 
drive everybody out. It would not help the Department certainly to 
have a reduced volume of third-class mail. 

If you had made studies and could assure me that everybody was 
going to remain in business and make a profit, 1 would be real happy, 
but in all of our vast Government there is no information on the 
subject. I do not possess it but if I were a Member of Congress I 
would certainly want to seek it. 

Mr. Creperserc. You have not. presented any testimony that. would 
assure us that it was going to drive anybody out of the mi ull. 

Mr. MaarInnis. Maybe I have planted the seed of doubt that we 
ought to get information from reliable people within our Government. 
Mr. Sinclair Weeks’ Department spends a billion dollars a year. Why 
can’t he take $150,000 possibly and look into this? I would be very 
happy to read some fine outstanding statements regarding what the 
President’s Cabinet Council on Small Business is “doing. I would 
like, if permitted, to put Mr. Eisenhower’s letter of August 9, 1956, 
in the record where he stiringly tells just what his Cabinet Council 
is trying to do for small business. 

Mr. Cepernerc. I think small business has just as much of an inter- 
est in the deficit of the Post Office Department as they have in the 
rates. I think it has a direct effect on small business. One is as 
effective as the other. 

Mr. Macinnis. We talked about historic pattern in the times I 
have been coming up here. 

Mr. Donaldson had a different theory about setting rates. Then, 
the first year, Mr. Summerfield came up. He admitted later himself 
that they were a little inept, the new people in the Department. They 
made a very bad case for a postal rate increase. 

Mr. Crperserc. If Mr. Donaldson appeared and said he thought this 
was a reasonable rate bill, or it would be more reasonable if we raised 
the second class to 70 percent, which we did almost to comply with his 
request, would you then be in favor of this bill ? 

Mr. Maarnnis. No, sir. 

Mr. Corsetr. Will the gentleman yield ? 

Mr. Ceperpnere. Yes. 

Mr. Corsetr. I am going to change the subject just for a moment 
because I had asked the previous witness, Mr. Patterson, about the 
cost and size of his publication. I do not want to reflect any discredit 
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or any point of view at this time about the rates on second class, but 
here we have a situation where the gentleman testified that they have 
a 50- to 60-page magazine each week, which is going for something less 
than a penny a copy and it is carrying lots of advertising. 

Now we come over here in the field of third class and you and I or 
the little jewelry store, the tobacco shop, or the little woman’s dress 
shop sends out a piece of direct-mail advertising which they have to 
address, they have to have printed up, and we are charging them 
presently a cent and a half ent it must be under 1 ounce. 

It comes right down to this: We are proposing to charge them $20 
a thousand and later $25 a thousand, and I am repeating that that is 
the type of advertising that the small-business man in the community 
uses. Granted that there are companies which flood the mail across 
the country. We have had before the committee at times proposals 
to raise the rate on the permits when they get into these big mailings, 
to put high permit charges on and other things, and we did have pro- 
posals written into a bill one time that where the user is keeping a 
thousand, 2,000, and 3,000 mailings, that they would have a cheaper 
rate, so that idea has been considered; but what I am pointing out is 
that this class of mail, third class, direct-mail advertising, 1n com- 
parison to the cost of handling advertising in certain types of second 
class just gets unreasonable and the reason for it, and I think we can 
be frank with each other, is that there is competition for the adver- 
tiser’s dollar. 

Mr. Crperserc. This is an altogether different matter between 
second and third class. When I receive a piece of third-class mail I 
receive a specific ad. When I open it I read that particular ad and the 
man who sends it to me knows that I am going to read that ad or throw 
it away. 

When I receive a magazine, whichever type it is, it contains all 
kinds of advertising, and I may not even read the ad that the particu- 
lar advertiser may have put in that magazine. That is what makes 
third-class mail more valuable even where you consider the dissemi- 
nation of information, which I think is helpful in magazines. 

Mr. Corsetr. Let us say that there is reason for a substantial differ- 
ential. We can go off the other end, and I know from private con- 
versations with the gentleman that he understands this class mail 
real well. 

Mr. Ceperserc. I have no objection to third class. I do not happen 
to think it is junk mail. I think it serves a definite service in our 
economy, but I just do not agree that raising to even the rates proposed 
in this bill will be detrimental to the users of third-class mail, because 
I do not think you can show me by history that previous increases 
have. 

Mr. Corsett. We do disturb a balance though between first and 
third. For a long period here third has been carried at about one- 
third the cost of first. Now we arc getting it up to the point where, 
if we end up with 2% cents for third class and 4 cents for first, third 
would then be paying about 62 percent as much. 

Mr. Cepverserc. Let me say too that I recognize that anyone who 
is coming here before this committee on behalf of the third-class 
mailers or on behalf of second class or any class is here to oppose the 
rates. They are not here in most instances to rubberstamp the rates. 
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They are here to get the best that they can for the people that they 
serve, just as Mr. Maginnis is doing. That is what he is hired for and 
as a result our committee has to make up its own mind as to what is 
equitable and fair in the light of past history and in the light of what 
we think the traffic will bear reasonably and what it will do to third- 
class mail as far as revenue to the Department. That is the only rea- 
sonable stand that we have to take. 

Mr. Corsett. That.is a very reasonable statement. 

Mr. Crpersera. I think there is a lot in this testimony here. Of 
course you can do anything with figures, as we had proven in the last 
week, 

Mr. Maernnis. What disturbs me, Mr. Cederberg, is that I would 
not have accented so much the small-busines angle except that Mr. 
Summerfield himself has come in here with this policy statement, a 
formula for rates, and under paragraph (D) he talks about the 
economic impact on the users of the mail. That is a consideration 
which 25 members of this committee must give to it. How you are 
going to give it, I do not know. 

Mr. Creperserc. Let me give you my opinion. The effect of the 
budget deficit of the Post Office Department has a greater effect on 
small business than does the increase provided in this bill, because the 
users of the third-class mail are only a very insignificant proportion 
of all of the businesses throughout the United States and they are 
using the third-class mail as a medium to increase their volume of 
doing business. It is a part of their cost, the same as printing, labor, 
and every other element of their business. I say that these increases 
in third-class mail have not gone up any more in proportion to other 
elements of cost of the companies that use the service. 

Mr. Maarnnis. I would disagree on that. 

Mr. Ceprrserc. I assume you would. 

Mr. Maarnnis. Because 50 percent, which we took, just as recently 
as 5 years ago, is a substantial increase, as I suggested. 

Now, the other categories have not taken that kind of an increase, 
and you propose, as I say, to make it 150 percent over what it was, 
and I say it becomes punitive, and destructive really. 

The CHatmman. Do you think a 2-cent rate is punitive and de- 
structive ? 

Mr. Maernnts. I am saying that the 214-cent rate would be. 

The CHairman. I know, and I ask you, do you think the 2-cent 
rate is punitive and destructive ? 

Mr. Maernnis. Less so, Mr. Murray, than the other, but I still must 
offer the honest opinion that I do not know what the 2-cent rate 
would do, except from the hundreds of communications which I 
receive saying it will put them out of business. 

The CHamman. What is your opinion about the preferential serv- 
ice that handling of first-class mail gets over third-class mail? 

Mr. Maernnis. Mr. Lesinski was kind enough to put in the record, 
with your consent, a letter the other day regarding third-class mail. I 
did not get into it in my testimony. 

The degree of deferment that third receives is just astounding. 
The study that was put in had to do with some letters from New 
York City to Niagara Falls on third-class mail. It took 2 weeks to 
get there; to get to Yonkers, 13 days; to Scarsdale, N. Y., 10 days; 
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and to Philadelphia, 18 days. A lot of studies of this nature have 
been made. So that third class does receive severe deferment, and 
I have never complained about that, Mr. Murray. I have never 
written to the Department. My members have complained. I said: 

Well, that is one of the reasons why we enjoy the lower rate, because it 
enables the Department to handle it at their leisure. They are not required to 
go all out and pay night differential rates and so forth. 

Mr. Stans certainly has made the case for first-class mail quite 
clear here. I believe as firmly as anything that within this deficit 
there is $400 million of public-welfare items. Mr. Summerfield does 
not believe that. You probably do not believe it; but Ido. And I 
think I have demonstrated pretty convincingly, to myself anyhow, 
that they do exist, and unless you recognize them, let the people of the 
United States know they are there, remove them "from the deficit, you 
are going to have constant wr angling. 

Mr. JOHANSEN. Suppose we remove that $400 million worth of 
public-service items. 

Mr. Maernnis. Yes, sir. 

Mr. Jonansen. And supposing we are faced with a half billion 
dollars a year increase in the deficit in new pay increases—and that 
is modest compared to what is asked—and assuming that the deficit 
is going to be $700 million without those pay increases, we could well 
end up again with a deficit of $600 million or $700 million after dis- 
counting a good share of this public service. 

How would you propose the allocation of that deficit in terms of 
rate increase ? 

Mr. Maarnnis. That is an assumption, Mr. Johansen, and I would 
prefer to face it when it arises. There is an equal assumption here, 
in my judgment, which is entirely wrong. Mr. Summerfield as- 
sumes, and I think blandly, that he is going to have a continuing 
volume of mail—first, second, and third—at the higher rates, which 
will get him his half billion dollars. I do not think he is going to get 
any half billion dollars, because certainly first class is going to be 
reduced. 

Mr. Jonansen. How would you propose to distribute the balance 
of the deficit? 

Mr. Macinnis. Let us take the present deficit, which is announced. 
We can predict fairly well. I do not know the exact figure. Mr. 
Murray, do you know from the charts there what he predicts for 
fiscal 1958 ¢ 

The Cuarrman. About $651 million. 

Mr. Macrtnnis. Let us assume it is $651 million, something that is 
foreseeable, and let us say that I am right, that the $400 million should 
be earmarked as public-service items. Then we still have a deficit of 
$251 million. Let us be realistic. We have to meet it. The users 
of the mail should pay for it. Then it seems to me we have to tailor 
our rate increases to pay the $251 million, and that is what I am 

arguing for here. Then I will come in here and suggest some ways 
you can raise revenues. 

Mr. Jouansen. Including third class? 

Mr. Macrnnis. Yes, sir. In fact, I have in these hearings in the 
past suggested ways by which you can get $50 million from third-class 
mail, and continue the volume of mail and spread out the burden. 
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The Cruamman. What was that proposal of yours? 

Mr. Macinnis. Well, if you would like to go through my famous 
Maginnis formula, I will be glad to do it, sir. 

T cert ainly talked about Chr istmas cards here. We are just plain 
losing $10 million. I am serious about eliminating third-class mail 
from December 15 to December 25 5, a period of 10 days, with no 
third-class mail received or handled. 

Mr. Cepereerc. Your users do not send it then anyway. 

Mr. Maarnnis. What I am suggesting is that half of the people 
in the United States use it with the flaps in and the brown 2-cent stamp. 
If they want to get the lower rate, let them mail on December 14. 
That is always the problem of the Department: How do we get this 
mail in early? That would be one way to get it in. I think you will 
pick up a few million dollars there. 

There have been other proposals on how to get people away from 
third-class mail at Christmas. It was proposed at one time that 
we should develop, for instance, a stamp with a picture of the White 
House, which housewives and other would use at Christmastime and 
would get more into first class. I do not know whether you are 
familiar with the history of the pound rate on mail, but the pound 
rate has not gone up 50 percent, the same as the minimum piece rate 
has. I think you can adjust that upward more. 

The Cuamman. How much? 

Mr. Maarnnts. I think it went from 12 to 14 on everything but 
catalogs—bulbs, roots, seeds, and scions. 

Sixteen cents. That would get you $29 million, if we can go back 
to the figures of what they said they would get when it went from 
12 to 14, Mr. Murray, and from 10 to 12. I think we could increase 
the number of pieces which are required before you can make a 
mailing. These 200 pieces here that Kelly talks about goes way 
back. I think we could up that to 4,000 pieces before you can qualify 
for third-class mail. 

Mr. Cepernerc. That would hurt your small-business man more 
than your proposal. 

Mr. Macrnnis, I think not. 

Mr. CrperserG. The small-busmess man is the man who usually 
sends out 200 pieces or 300 or a thonsand. 

Mr. Maernnis. No. A million pieces of mail is the small-business 
fellow. Itreally is, Mr. Murray. 

Mr. JomanseNn. Small seems to be a relative term. 

Mr. Maarnnis. We are talking about pieces of third-class mail. 
The postage on it would be $15,000. That is not big business, $15,000. 
They are my smallest members. ‘They give $10 a year dues. I have 
plenty of those fellows and this would not hurt even to up it to 4,000 
pieces. There is another suggestion, and it came out in these hearings. 
There were three letters submitted. You may recall that Reader’s 
Digest, Life magazine, and the Reuben H. Donnelley Corp. had writ- 
ten postmasters saying that they would like their third class delivered 
on a certain day to tie in with radio, television, and other appeals of 
one kind and another. 

In other words, they asked for time value on their mail and they 
put a little statement on the envelope, “we want time value.” TI say 
to you if anybody in third-class mail wants time value, with delivery 
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on a certain date, he ought to pay something for it, and I think it 
would be possible to set a fee of, let us say, 20 percent premium when 
he wants time value on his third-class mail. 

These are just a few of the factors. I do not think I have covered 
them all, Mr. Murray, but you can get yourself $50 million from third- 
class mail. 

Mr. Cepersera. I reecived in the mail the other day—you probably 
did too—a letter with Arthur Godfrey’s picture on it. I opened it up 
and inside is a nice letter telling me how good their salad dressing is, 
with part of a salad dressing package enclosed. If that is not worth 
3 cents to send me, they should not send it. 

Mr. Mactnnis. Those people probably can pay the 3 cents. They 
ean shift from one advertising medium to another, Mr. Cederberg. 
I mean the large companies can, the Kraft Food Co., and the tea com- 

anies, and United States Steel, and General Motors. But Eddie 
Smith here, who is going to be on tomorrow, has no ability to shift, 
believe me. He is out of business. But he can testify for himself in 
the morning. 

Mr. Cepersere. That is all I have. 

The Cuatrman. Are there any other questions? If not, thank you 
very much, Mr. Maginnis. 

a hearings will be adjourned until tomorrow morning at 10 
o’clock. 

(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
at 10 a. m., Tuesday, April 2, 1957.) 


READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


TUESDAY, APRIL 2, 1957 


Hovse or REPRESENTATIVES, 
Commirree ON Post Orrice AND Crvin Service, 
Washington, D. 0. 
The committee met at 10 a. m., pursuant to recess, in room 215, 
Old House Office Building, Hon. Tom Murray (chairman of the 
committee) presiding. 


The Cuarrman. The committee will be in order. 

Hearings will be resumed on H. R, 5836 and H. R. 5839, bills to 
readjust postal rates. 

The committee will first hear this morning Mr. Edward C. Smith, 
of the National Wholesale Co., Lexington, N. C 


STATEMENT OF EDWARD C. SMITH, GENERAL MANAGER, NATIONAL 
WHOLESALE CO., INC., LEXINGTON, N. C. 


Mr. Smira. Thank you, Mr. Chairman. 

My name is Edward C. Smith, and I am general manager and part 
owner of the National Wholesale Co., of Lexington, N. C. We sell 
ladies nylon hosiery to small jobbers, small stores, church groups, 
schools and agents, who resell them to their friends and neighbors. 
Our business is conducted entirely by mail. 

All of our customers are sold by direct mail and this advertising 
matter is sent as third-class mail. Then too, all of the hosiery that 
we sell is shipped out by parcel post inasmuch as most of our orders 
are small orders, ranging from 1 dozen up. Although we are a small 
locally owned company, our postage bill this year will be well over 
$100,000. Usually about one-half of our postage is for circulars sent 
third-class mail, and the other half goes for postage on parcel post. 

We sincerely feel that third-class mail is paying its fair share 
at 114 cents and that we have been overcharged since 1952, when we 
suffered a 50 percent increase. The proposed increase to 214 cents 
would be an increase of 150 percent in 5 years. This proposed increase 
is so ridiculous and so unreasonable that it would put our company 
out of business. 

The following statement was prepared by our auditors who are 
certified public accountants, and I trust their figures. I asked them 
to apply the proposed 1-cent increase to our last statement available, 
which was for 6 months. Here are the figures they gave me. 
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National Wholesale Co., Inc., Lexington, N. 0., July 1—Dec. 31, 1956 








an us eth ss dumm cinintaineniedis $818, 002. 59 

Net profit before postage on circulars______________-_--_---__----- 62, 808. 82 
Less postage on circulars at current rates, 2,747,090 circulars, at 

ES REE ee Sa Sa Le lia 41, 206. 35 

Net profit for period before income taxes_..._.__._--....._ 21, 602. 47 

Less proposed postage increase of 1 cent per cifenlar___._____._._-___ 27, 470.90 

Net loss for period if proposed increase had been in effect__ 5, 868. 43 


This report was prepared by Daniel & Daniel, certified public ac- 
countants, Charlotte, N.C. 

We are opposed to this bill to raise third-class rates because of what 
it will do to our business and thousands of other small businesses 
all over these United States. Please realize that direct mail is the 
only advertising medium profitable to many small businesses. 
Frankly, I think this proposed increase is so much out of line that 
the Post Office Department would actually get less revenue on third 
class than it now gets. I cannot understand what the Department has 
against third-class mail. Why price it out of the mails? 

The goods and services sold by direct mail and the goods and services 
needed to produce this direct mail must be a multibillion-dollar indus- 
try. Surely an industry this large has a terrific impact on the economy 
of our country. I think it is unfair, unjust, and unwise for the Depart- 
ment, the newspapers, or anyone else, to refer to third-class mail as 
junk mail. 

I cannot help but wonder if anyone knows or has any idea what 
effect this proposed increase would have on the economy of this country 
or how many families and businesses would be affected. I only know 
my own field. In North Carolina, alone there must be at least $10 
million worth of hosiery made that is sold by direct mail, and in our 
case, 3 small printers prepare and print our material. Then, too, the 
paper mills and supply houses over the country would be indirectly 
affected. 

If I were not a user of third-class mail, I would still oppose this 
hill because of its discrimination against third class. I will admit 
that I am just a country boy and do not know very much about 
anything except the hosiery business and how to run my own business, 
but I always try to reason things out with a little commonsense. 

So if in 1952 first-class mail was 3 cents and third-class mail was 
1 cent and had been for 20 years, I would think these rates to be fair 
to everyone. Now if the volume of mail did not increase fast enough 
to offset rising costs in the Department, it seems to me that all rates 
could have been raised the same percent. 

Tt would seem logical that the cost of handling first-class mail would 
rise faster than the cost of handling third class since third class is only 
a deferred byproduct type of mail. I know it is a deferred service 
because I have, on occasion, known it to take 3 weeks to get delivered. 
That is O. K. though, I am not complaining, as that is one of the rea- 
sons third class gets a special rate. I will not tell you all of the other 
reasons third class gets a special rate because I suspect you are tired 
of hearing them by now. 

If I have, in my humble way, helped one member of this committee 
understand better the seriousness of this proposed increase on third- 
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class mail, I am grateful. I cannot help but believe you will do what 
is right if you can get the true facts. 

Thank you, Mr. Chairman, and members of the committee, for 
hearmg me. 

The Cuatrman. How old is your company? 

Mr. Smiru. We are about 5 years old, sir. 

The Cuatrman. Are you in both the wholesale and retail business ? 
I notice your title here is National Wholesale Co. 

Mr. Smirn. We are just in the wholesale business now. 

The Cuarmman. Just in the wholesale business ? 

Mr. Smirn. Yes, sir. 

The CuatrmMan. You do not deliver direct to the individuals 
through the mails? 

Mr. Situ. Yes, sir. We are not. wholesale in the strict sense of 
the word. We have lots of women that buy stockings and they resell 
them to the neighborhood and naturally I imagine they sell some of 
them to their families and friends and probably use some of them for 
their own use. 

We have about 100,000 customers and we do not have any way of 
knowing, and we, as I say, do sell to quite a few church groups that 
do this to raise money. 

The CaarrmAn. You have salesladies on a commission basis; is 
that it? 

Mr. Smirn. No,sir. All of our merchandise is sold directly to them 
and we suggest. a retail price that they get. for it, and then the differ- 
ence the wholesale price they pay us and the suggested retail price 
that they charge is their profit. 

The Cuatrman. You do not operate like the Realsilk Hosiery Mills 
operate ? 

Mr. Smiru. No, sir; we do not. 

The Cuarman. Or the Wilknit Hosiery Mills in Greenfield, Ohio? 

Mr. Smirn. No, sir; we do not. I used to be several years ago in the 
retail mail-order business, but the last increase in the postal rates put 
that business in an unprofitable position, and not only the postal in- 
crease but the high cost of the c. o. d. charges. It got to the point that 
so many packages came back because of the additional charge, that 
that. type of business became umprefitable. 

The Cuarman. How extensively do you use third-class advertising 
mail to send to the prospective user of your hosiery ¢ 

Mr. Smirn. How extensively ¢ 

The Cuarrman. Yes, sir. Just what is the nature of your third- 
class mail business ? 

Mr. Smiru. We send out circulars and advertising letters by third- 
class mail to secure new customers for our business. 

The Cuairman. Do you procure mailing lists and use them ex- 
tensively ? 

Mr. Smiru. Yes, sir; like church groups, and school teachers, and 
schools, and anyone that we think might be interested in our product, 
sir, that we could mail to and get a customer without costing us too 
much money. 

The Cuatrman. Do you have any limit on the minimum shipment 
of the hosiery ¢ 

Mr. Smiru. Yes, sir. 

The Cuarrman. What is your limit? 
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Mr. Smtru. One dozen and up. 

The Cuatrman. And you are practically entirely dependent on the 
Post Office Department for the operation of your business ? 

Mr. Smiru. We are entirely dependent on the Post Office Depart- 
ment. 

The Cuarrman. The Post Office Department is used as your sales- 
man, you might say, in one sense of the word, and also as a delivery 
messenger ? 

Mr. Smrrx. I would not say they were used as a salesman, but I 
would think they were used in delivery ; yes, sir. 

The CuarrMan. Of course you send out advertising matter to indi- 
viduals. That is used for sales purposes, is it not? 

Mr. Smrru. Yes, sir, but I feel like we are paying for that. I really 
do. 

The Cuatrman. You think 1% cents is enough ? 

Mr. Smrru. Yes, sir; I certainly do. I cannot help but believe it. 

The Cuatrman. Do you think 3 cents is enough for first-class mail ? 

Mr. Smrru. I do not know whether I am qualified to answer that 
question or not. I have read for hours Mr. Summerfield’s charts and 
things and I never have been convinced whether they had a deficit or 
not, and after reading that Citizens Advisory Council report I do not 
know. I would hate to say. I sort of doubt, to tell you the truth, 
whether they ought to raise first class. 

The Cuarrman. Do you think third class is paying its way? 

Mr. Smirn. Yes, sir. 

The Cuarrman. Do you think it is making a profit? 

Mr. Surrn. If I did not, I would not be here taking your time. 

Mr. Rees. Mr. Chairman. 

The CHarrman. Mr. Rees. 

Mr. Rees. What do you think about’ second class? 

Mr. Sumrru. I know very little about second class. I know some- 
thing of the very low rates they enjoy and I have read and heard of 
the public-service angle. I know I would not be qualified to say on 
that. I know there is a terrific loss there, but whether or not it is 
justified in the public interest, I certainly would not be capable of 
hazarding a guess on, to be honest with you. 

Mr. Rees. You use fourth class, of course. 

Mr. Sorru. Yes, sir; parcel post. We mail all of our merchandise 
that we sell parcel post. 

Mr. Rees. You have no complaint about the rates on that? 

Mr. Smiru. No, sir. I certainly think as high as the rates are on 
parcel post they ought to be making money. That is the only thing 
I have to say on that. I think if it gets much higher the same thing 
is going to happen that happened to e. o. d., and money orders, and 
things like that, when you can go in the bank and buy money orders 
cheaper than you can at the post office, and they have c. o. d. fees so 
high that they are losing money on it now, and 1f they raise the rates 
any more, I think it would just eliminate it entirely. 

The CHatrman. How would you send your merchandise, then, if 
you took it out of parcel post ? 

Mr. Smirn. I was talking about c. o. d. fees. 

The Cuarrman. Iam talking about parcel post. You were talking 
about parcel-post charges. 
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Mr. Smirx. I do not know. There would not be any other way, 
except in the larger cities where they have the United Parcel Service 
and things like that. I understand they are beginning to do a pretty 
big business in larger cities and between larger cities and they can 
deliver them cheaper than the post office. ; 

The Cuatmrman. That would not help your business. 

Mr. Smirn. No, sir. It would put me out of business. — 

The Cuamman. You do not operate in the larger cities anyway, 
do you? 

Mtr. Smrrn. No, sir. We are mostly rural and small towns. We do 
not do much in the large cities. 

Mr. Rees. After all, you are in competition with the local mer- 
chants, are you not? 

Mr. Smrru. I guess so, to a large extent. 

Mr. Ress. I get some complaints or criticism from local merchants 
who feel as though they are entitled to the trade because they live 
and operate their own stores in the town, and pay taxes, and things 
of that kind. I am not complaining about it; but there must be some 
competition there. 

Mr. Smiru. Yes, to a certain extent, but not like Sears, Roebuck 
or somebody like that would be. Of course, I sort of feel like every- 
body has a right to be in business as long as he is operating lagitimataly 
and giving the people good value for their money. 

Mr. Rees. Yes, that is right. 

Mr. Sairu. I do not care where he is operating. It is sort of like 
I felt about the box of mail there yesterday. I feel those people had 
as much right to send out that mail as do people who place ads in a 
newspaper that I pay money for. I do not read all the ads but I 
feel they should have a right to place them in there. 

The Cuairman. The people who are receiving the mail are the 
ones who are complaining about this “junk” mail. 

Mr. Smiru. The reason they are complaining, sir, is the vicious 
attack that has been made on third-class mail, and I think it is unjust 
and unfair, and with enough public sentiment in this country with 
the power of the newspapers and magazines you could do anything. 

You cannot imagine what a terrific impact that one article in 
Reader’s Digest had. 

I got mailing pieces back saying, “Take my name off of your list. 
I am not a sucker.” I refer to the article in the Reader’s Digest, they 
said: “The sucker list you can’t get off of.” 

The CuHatrman. When was that article published? I missed that. 

Mr. Smirn. About 2 years ago. It had one of the most terrific 
damaging effects. 

The Cuarrman. That is about the “junk” mail? 

Mr. Smiru. I think it had to do with the patron mail that you 
mail to boxholders and you did not have to address it. However, I 
think the public sentiment has been stirred up due to the attack on 
it from the Department. The Post Office Department calls it trash 
down in my hometown. They do not call it junk mail. 

Mr. Rees. That is worse, is it not? 

Mr. Smiru. Yes, sir. It does sound so. 

A ae of years ago one of the lawyers went down looking for a 
special delivery letter and they could not find it and a little later on 
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he eame back a third time, I think, and they told him they found it 
in the trash, and he hit the ceiling and they finally had to explain 
to him it was not actually in the trash can; it was just in with the 
third-class mail. 

Mr. Rees. One more question. Of course you want third-class 
mail users to pay for the services they receive; do you not? 

Mr. Suir, Yes, sir. 

Mr. Regs. You want the users to pay for the services they receive / 

Mr. Sairu. Yes, sir; I think it should, and I think we are. I think 
if all the public service was taken out of it we would be paying our 
way, considering that the Post Office is a public service and is a 
Government agency, and there are certain things that go with it. 

Mr. Rees. What I am asking you is this: As a merchant and as a 
businessman you want third-class mail to pay its way; do you not? 

Mr. Sorru. After everything else is taken into consideration I 
would say so; yes, sir. I do not want something for nothing. 

Mr. Rees, As I understand your figures, you have a sales business 
of about $818,000, so about 5 percent of that amount is for postage 
now; is it not? 

Mr. Smiru, Yes, sir. There is $41,000 in that. 

Mr. Rres. However, it is about 5 percent of your total sales, is it 
not! In other words, you are paying 5 percent in postage to sell 
$818,000 worth of merchandise; is that not correct? 

Mr. Sniru. That is right; yes, sir. Do not carry me too fast on 
the figures. You are liable to get me crossed up here. 

Mr. Rees. You are looking at them right there. 

Mr. Suiru. I am better at selling than I am at figures. That is the 
point I was getting around to. 

Mr. Rees. I understand that, too, but it just seems rather simple 
arithmetic. 

Mr. Smirn. Yes, sir; it is. 

Mr. Ress. You are objectin; 

Mr. Smirn. Yes, sir. 

Mr. Rees. For handling $818,000 worth of business, is that right ? 

Mr. Sairn. Sir, the way you phrase that language there. we will 
pay by the time the year is over, about $50,000 in parcel post for 
ha: indling that as far as shipme nts geing out are concerned. 

Mr. Rees. I am us ing your figures here. Parcel post is used for 
transporting your mere handise. 

Mr. Smirn. Yes, sir. 

Mr. Rers. However, for the sales part of it, and for solicitation and 
things of that kind, you are paying, as you say here, about $41,000. 
which is about 5 percent or possibly a little less. 

Mr. Smiru. You can hardly figure it that way because we spent a 
lot of good money to get some of those customers and the vy are reorder- 
ing without the huge expense of getting another new customer. We 
do have a certain amount of repeat business that good money has been 
spent for and that is added into that figure, too. I mean that is all of 
our sales. 

Getting back to your question, all of it does go out through the mail. 

Mr. Rexs. I am looking at your $518,000 figure. That is your total 
sales for the year. You have included, beneath that, $41,000 for post- 
age on circulars at current rates and so on, at the 144-cent rate. You 
list that as $41,000, so all T am saying is that $41,000 1s approximately 
5 percent of your total sales. 
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Mr. Smiru. Yes, sir; that is right. 

Mr. Cxeperserc. Mr. Chairman. 

The Cuamman. Mr. Cederberg. 

Mr. Ceprrsere. Do you employ. an advertising agency ? 

Mr. Smiru. No, sir. 

Mr. Cxverserc. Who handles your direct mail? 

Mr. Sairu. I do. 

Mr. Crperserc. How much does it cost you per year, other than 
postage, for your printing, your lithographing, getting it ready for 
shipment, and so forth? 

Mr. Smiru. I would say offhand that it would be roughly one-third 
of the total cost. 

Mr. CreperserG. One-third of $818,000%2 That would be one-third 
of your sales? 

Mr. Smiru. No, sir. One-third of our advertising expense. I 
thought that is what you asked me. 

Mr. Ceperserc. What is your total advertising expense? 

Mr. Smrru. I do not have it, sir, and I cert ainly could not give it to 
you. 

Mr. Ceversera. | think it is rather important to develop whether or 
not you have terrific expenditures in preparing what goes through the 
mails as well as the actual cost of cucidoar them through the mails. Do 
you not know how much your total advertising budget i is per year? 

Mr. Smita. We do not have an advertising budget. 

Mr. Cepersere. You must know how much it costs to print 2,747,090 
circulars. 

Mr. Smiru. Yes, sir; but I do not propose to spend that much in 
advance. I ju t work it out as I go along. 

Mr. Crepersere. How much did . cost you last year? 

Mr. Surru. I do not know, sir. I do not remember. 

Mr. Cepernere. Could you supply it for the record so that we would 
have it for the record? Your certified public accounts in preparing 
your statement could get it. 

Mr. Smirxn. Yes: I can get any information that is necessary. 

Mr. Creperserc. I think it would be important to know how much 
it costs you to prepare the circulars as far as printing is concerned, 
the handling of them, and so forth, other than the postage. 

Mr. Smrru. For the main part of our circulars I can tell you the 
postage is $15 a thousand and the circulars in the mail, including 
labor and everything, would probably run around $50 a thousand. 
That is pretty accurate if that answers your question. 

Mr. Ceperserc. That partially answers my question. 

In other words, it costs, you say, $15 a thousand? Was that what 
you were talking about? 

Mr. Smiru. $15 a thousand for postage. 

Mr. CrperperG. Is it postage? 

Mr. Smiru. Yes, sir. 

Mr. Creperserc. Then $50 is the total cost ? 

Mr. Smirn. For 1,000 circulars in the mail. 

Mr. Ceperserc. Including printing and everything? 

Mr. Smirn. Yes, sir. 

Mr. Crperserc. In other words, it costs you not quite 3 times as 
much, but 2 plus times as much to get the circulars ready and to han- 
dle them tad get them in the mail as it does to mail them. 











394 READJUSTMENT OF POSTAL RATES 


Mr. Smirn. Yes, sir. 

Mr. Crperserc. How long have you been in business ? 

Mr. Smirn. About 5 years. 

Mr. CeperBerG. How does that compare with 5 years ago? 

Mr. Smiru. For all practical purposes it is just about the same. 
Some things we pay a quarter a thousand more for and there are some 
things on which we pay a little less. Our volume has increased so 
that we buy more printing and we have been able to get the price 
down by volume. I would hate to say for sure without Coetna and 
checking, but if I was making a guess I would say overall it is slightly 
less per thousand in the mail than it was 5 years ago. 

Mr. Creprerserc. As far as the printing is concerned, the handling 
and so forth? 

Mr. Smiru. Yes, sir. We have been able to buy our paper in larger 
quantities and get larger press runs, and you understand that does 
bring it down a whole lot. if I was going to make a statement I would 
say it would be less. 

Mr. Crprerserc. That comprises your total sales force as far as 
selling is concerned ; does it? 

Mr. Smiru. Yes, sir. 

Mr. Creperserc. Do you know of any retail establishment or whole- 
sale establishment that can do $818,000 for roughly that same per- 
centage of sales costs ¢ 

Mr. Samir. I am not too familiar with that. As I say all I know 
very much about at all is my own business. 

Mr. CrperserG. You recognize in general in selling almost 25 per- 
cent goes into labor and selling costs, I think, in the retail field, and I 
do not think that is exaggerated at all. 

Mr. Smiru. All I go by is what I owe and what is on the checkbook. 

Mr. Crperserc. Do you not check with your competitor to see 
whether your prices compare favorably with his? 

Mr. SmrrH. Once in a while, but he is usually about a dollar and a 
half a dozen under me so I do not bother about him too much. I 
know what he is selling so it does not matter. 

Mr. Ceperserc. That is all. 

The Cuarman. Mr. Porter. 

Mr. Porter. Mr. Smith, as I understood your statement to Mr. Rees 
a moment ago you do believe that third-class mail now does pay its 
own way, and you agree that it should pay its own way ? 

Mr. Smiru. Yes ,sir; providing everything is taken into considera- 
tion, and I think if it is, by virtue of the fact that the other rates are 
like they are we are certainly paying our way. 

Mr. Porrer. I notice you say “I sincerely feel” and just now you 
say you believe it is, if we take these other things into consideration. 
It is essentially a matter of cost accounting, though, is it not, whether 
it pays its own way or not? 

Mr. Smrru. Yes, sir, I expect that is about the only way you could 
arrive at it. 

Mr. Porrer. I do not see anything in your statement which tends 
to show that the Postmaster General’s cost-accounting methods are not 
correct. 

Mr. Smirn. No, sir, but I certainly would think there are a lot of 
different ways you can figure those things because I read where he 
had a profit of $63 million in first class and a little while later I read 
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where he changed the formula around a little bit and had a $2 million 
loss. I do not know how you would figure those figures, but I think 
there are different ways. 

' Mr. Porrer. The fact is though you do not know anything about 
the cost accounting that goes into determining the third-class mail. 

Mr. Smirn. No, sir. Accounting is one thing I do not know much 
about. 2G 

Mr. Porrer. Then you say on page 2: 

Frankly, I think this proposed increase is so much out of line that the Post 
Office Department would actually get less revenue on third class than it now 
gets. 

That again is just an unsupported opinion ? 

Mr. Smirn. No, sir, that is not. In my case if it goes up, instead 
of mailing about 5 million pieces a year, from 3 to 5 million, I will 
end up with less than a million. : 

Mr. Porrrer. Do you know. what happened after the last increase 
in third-class mail? Did third class go up or down on the whole? 

Mr. Suiru. I would think that with the economy of the country 
and everything it went up. 

Mr. Porter. You do not know, though? 

Mr. Smiru. No, sir, but 1 would like to give you a couple of exam- 
ples of what happened to a couple of businesses in my town if you 
would let me. 

Mr. Porrer. Yes. 

Mr. Smirn. A good friend of mine in the mail-order business had 
a profitable business selling quilts I think for $1.95, or something, 
and when the postage went from 1 cent to 114 cents he went completely 
out of business, and the company that I was working for there making 
retail hosiery was making around $25,000 a year, and they went right 
on down to the bottom as far as profit was concerned. 

I do not recall what the low figure was, but there was hardly any 
profit at all. 

This other company down at Siler City did not last very long after 
that either. 

The Lexington Mail Order Co. was mailing several million pieces 
a year and they went down to nothing. 

To know what happened you would have to have a lot of little 
fellows like me from all over the United States, I reckon. 

Mr. Porrrr. Would you be willing to assume that the Postmaster 
General is a reasonable man? 

Mr. Smrru. Would I assume that? 

Mr. Porrer. Yes. 

Mr. Smirnu. No, sir, I do not believe I would. 

Mr. Porrer. I take it your position is that he has not made a proper 
study of this matter because he will get, as you say here, less revenue. 

Mr. Smiru. I will be honest with you; I do not think he knows too 
much about it. I think they are a little bit prejudiced and I do not 
think this policy thing here you could leave to a half dozen fellows 
in the Post Office to administer it, to implement it, and know what 
they were doing. 

Mr. Porter. You believe that in your experience you made more 
of an investigation of third-class mail users than the Postmaster 
General has? Is that your position ? 
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Mr. Smiru. As far as the ones that have been hurt and gone out 
of business, I expect I know more about it than he does. 

Mr. Porrer. Thank you very much. oy 

The Cuarrman. Your little company sends from 3 to 5 million 
pieces of third-class mail a year? 

Mr. Sarru. Yes, sir. 

The Cuarrman. Are there any other questions ? 

Mr. Creretta. Mr. Chairman. 

The Cuareman. Mr. Cretella. 

Mr. Creretta. Mr. Smith, is your concern incorporated ? 

Mr. Sorru. Yes, sir. 

Mr. Crereria. And in what State? 

Mr. Surru. North Carolina. 

Mr. Creretxia. It has been for how long / 

Mr. Smiru. About 5 years, I believe, sir. 

Mr, Crerrecta. How much business, of the $818,000 a year that you 
do, do you do in the State of North Carolina? 

Mr. Siru. Sir, I do not know the answer to that, but it would not 
be one forty-eighth. 

Mr. Creretia. It would not? 

Mr, Smiru. No, sir, 

Mr. Rees. Not that much? 

Mr. Smiru. If you take 48 States and divide them up, it would not 
be one forty-eighth; I know that. I never have figured it, to tell you 
the truth. 

Mr. Creretia. Do you do business in all the 48 States? 

Mr. Smirnu. Yes, sir. 

Mr. Creretta. Do you pay sales taxes in all these States? 

Mr. Smiru. We pay a sales tax in North Carolina. 

Mr. Creretia. That is for what you sell in North Carolina. 

Mr. Smrru. Yes, sir. 

Mr. Creretia. Do you pay any sales tax, for instance, in the State 
of Connecticut for your merchandising going into the State of Con- 
necticut ? 

Mr. Smirn. I do not believe we do, sir. 

Mr. Crereiua. So that, therefore, you are competing with local 
business and not paying a sales tax, and those in business in the State 
of Connecticut are required by law to pay a sales tax. 

Mr. Smrru. If you say so, sir. I do not know. 

Mr. Creretta. That applies in every State that has a sales tax, does 
it not? 

Mr. Smrru. Actually, I am not familiar with that. 

Mr. Cretetta. When a woman goes into a store in Washington and 
buys a pair of stockings she pays a sales tax, does she not ? 

Mr. Smirn. Yes, sir. But you must realize—— 

Mr. Creretta. Answer my question. She pays a sales tax? 

Mr. Smiru. Yes, sir. 

Mr. Crereiia. And if you send a package of stockings into the Dis- 
trict of Columbia you will pay no ales tax, will you? 

Mr. Smrru. No, sir. 

Mr. Creretia. Therefore, you are competing with people who are 
in business and paying the prescribed taxes in the locality where the 
business is being done? 

Mr. Smiru. That is right, sir. 
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Mr. Crerecia. That is right, is it not? 

Mr. Smirn. That is right, to the extent we were selling them for 
individual consumption. We do not have any way of knowing, but 
we assume most of them are bought for resale, and in that case it is 
up to the people that we sell them to to pay the State sales tax, I im- 
agine. I would not think it would be up to us. 

Mr. Creretia. You do direct business with the purchaser, do you 
not? 

Mr. Smrru. We do, in some cases. We do not have any way of 
knowing. We have very few people that would order 1 dozen hose 
and stockings. We could not take in business that way. Our orders 
will range from 1 to 5 dozen. 

Mr. Crerecia. And from individuals? 

Mr. Smirn. I would hardly think—— 

Mr. Creretita. And from individuals? 

Mr. Smiru. Yes. 

Mr. Crerecita. Your direct mail is directed to individuals, is it 
not ? 

Mr. Smiru. All the women agents are individuals. What they do 
with them after they get them, and whom they sell them to, I have 
no way of knowing. 

Mr. Crerecta. As far as you are concerned, if you sell directly to 
a customer you do not collect nor do you pay a sales tax, do you? 

Mr. Smirn. In answer to your question, if we would happen to 
sell to a customer who used the stockings fer her own personal use, 
we would not pay any sales tax. 

Mr. Crerecta. You would not pay any sales tax. 

Mr. Smirn. No, sir. 

Mr. Crerecita. Therefore, you are in competition with other busi- 
nesses in the localities to where your order goes ¢ 

Mr. Smrru. In respect to your question, yes. 

Mr. Creret.a. Now you expect the Government to further help 
out that inequality by giving you the benefit of reduced rates on post- 
age to continue that arrangement; is that right? 

Mr. Smuirn. No, sir. You have taken what could be an isolated 
case. 

Mr. Crereus.a. Let us assume that it is isolated. It is still the fact, 
is it not? 

Mr. Smirn. Yes; it would be a fact; I mean, assuming that it 
happened. 

Mr. OCreretna. That is all. 

The Cuairman. Are there any other questions! If not, thank you 
very much, Mr. Smith. 

Mr. Smiru. Thank you. 

The Cuamman. Next we will hear from Mr, William H. Kircher, 
managing editor of The Farmer, St. Paul, Minn. Is Mr. Kircher 
present ¢ 


STATEMENT OF WILLIAM H. KIRCHER, MANAGING EDITOR OF 
THE FARMER MAGAZINE, ST. PAUL, MINN. 


Mr. Kircuer. Mr. Chairman and gentlemen, my name is William 
H. Kircher, managing editor of The Farmer magazine in St. Paul, 
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Minn. It isa general farm publication with a circulation of 265,000. 
It is read in 97 percent of the farm homes in Minnesota, in 71 percent 
of the farm homes in North Kakota, and 67 percent of the farm homes 
in South Dakota. 

In my testimony, I shall present an editor’s opinion of what drasti- 
cally increased second-class postal rates would mean to readers of 
farm papers. I am confining my testimony to consideration of the 
reader for these two reasons: 

1. The testimony I have read and heard has covered only the side 
of the Post Office and its losses. Singularly overlooked, it seems to 
me, is that most important person involved: the reader. 

2. It was the reader, not the publisher, nor the Post Office, for whom 
the Postal Act of March 3, 1879, was passed. The philosophy that 
inspired passage of that act was that publications are part of our 
country’s vast system of public education. 

Two questions now present themselves : 

1. Have publications, and particularly farm publications, served 
the cause of public education ? 

2. If they have, would drastically increased second-class postal 
rates make this medium of public education less effective ? 

Question No. 1 should be considered against the background of 
modern farming and modern farm homemaking. 

Farming is a complex business, and growing more complex all 
the time. 

Consider some of the farming techniques, now in common use, that 
are only a few years old. Chemical weed control, for example, came 
into common use only about 12 years ago. Last year, chemicals were 


. 
¢ 


used to control weeds on 4,442,330 acres of small grain in Minnesota. 
That was 35.1 percent of the total acreage. 

Antibiotics have been in common use only 4 or 5 years. Through 
the use of antibiotics a pig’s ration not only nourishes him, but makes 
him resistant to some of the diseases which once caused heavy losses in 
swine herds. 

There are new insecticides and fungicides now in common use, that 
were laboratory curiosities just a few years ago. 

And there are new diseases and new insects to combat. An im- 
portant one to us in our part of the United States is the spotted 
alfalfa aphid. Another is the sweetclover weevil. 

Just now beginning to plague corn producers in our area, but com- 
mon in some others, are soil-borne diseases and insects. 

Producers of small grain out our way, as elsewhere in America, 
are constantly threatened by some newcomer among races of stem 
or leaf or crown rust that will wipe out their crops. 

Consider soil maintenance and improvement. Farmers of Minne- 
sota and the Dakotas have only recently begun to use fertilizer in 
large quantity. In 1940, Minensota farmers applied only 18,627 tons 
of fertilizer. Last year they applied 371,000 tons. 

Unlike most urban homemakers, the farm homemaker is a business 
partner with her husband. Moreover, her work in the homemaking 
field itself is different. If there are 5 persons in her household, she 
has meals to prepare for 5 persons 3 times a day. Her husband does 
not eat his lunch in a restaurant. Her menus and the recipes she 
follows are those that utilize large quantities of homegrown food. 
In her cookery she is more generous with meat, milk and eggs and 
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some other foods than is the urban homemaker. She wants recipes 
tailored to her specific needs. 

But do not farmers and their wives depend largely upon 100 per- 
cent Government supported educational agencies for their information 
about new farming and farm homemaking techniques? Their own 
testimony proves they do not. Just last year, the statistical laboratory 
of Iowa State College made a study to determine what farmers and 
their wives regard as their chief information sources. This was a 
farm-to-farm survey directed by completely objective persons. 

One question was: “On which of the following sources do you de- 
pend for information on handling and feeding of livestock?” Among 
sources listed were farm papers, farm magazines and other magazines, 
radio, newspapers, Extension people, Extension bulletins, other farm- 
ers, and night school. Of 334 farmers representative of all of the farm- 
ers of Iowa who answered this question, 111 or 47.7 percent replied that 
farm papers and farm magazines were their chief source of informa- 
tion. Only 6.8 percent said they got their information from Extension 
people, and only 8, or 2.7 percent said they got it from agricultural 
college bulletins. So you see, farm papers rank rather high as a 
source of information on livestock feeding and management. 

We mentioned weed, insect and pest control. The Iowa researchers 
asked about sources of information on this subject. There were 185 
farmers who answered this question; 65, or 32.2 percent gave farm 
papers and farm magazines as their chief source of information; 40, 
or 19.8 percent got information from Extension personnel whose job 
is bringing to farmers information originating at Iowa State College. 

Mr. JoHansEN. Would you feel that those statistics argue for a 
reduction in the appropriations by Congress for the Extension Serv- 
ice ¢ 

Mr. Kirrcner. Indeed we donot. If you will hear me a little further 
there is a paragraph touching on this a little further along in my 
testimony, sir. 

Only 6, or 3 percent replied that they got their information from 
Extension bulletins. 

Do farm homemakers regard their farm papers as an important 
source of cookery information? Indeed they do. There were 478 
who answered this question: “When you want information on recipes 
and farm cooking, where do you get it?” 

There were 264 of the group, or 65.8 percent said they got it from 
their farm papers and farm magazines; only 9, or 2.2 percent who got 
it from Extension people. 

Similar studies have been made by Cornell University and Mich- 
igan State University and in those, the response was much the same 
as to that of the Iowa State study. 

In all fairness, at this point, I must observe that, based on this 
study, the Extension Service and the experiment station personnel are 
not shown in as favorable a light as they so richly deserve. Much 
of the information—in fact, most of what these farmers and their 
wives are getting from their farm press came out of the research work 
done in the colleges, and from the Extension personnel, the latter em- 
ployed to disseminate this information to the extent that it is possible 
for them to do so. 

The point I do emphasize is that the farm paper is a necessary 
vehicle, if the run of farmer and his wife are to get the information. 








400 READJUSTMENT OF POSTAL RATES 


It is, therefore, quite plain that the Congress of 1879 made possible 
a most important educational device when it enacted legislation that 
permitted large scale distribution of publications. 

Now we come to the “So what?” point. Should House and Senate 
Postal Rates Committee members proceed on this hypothesis? To be 
sure, farmers and their wives look to their farm papers for informa- 
tion, but a postal rate increase of 60 percent will not destroy or even 
endanger these papers. 

It is our contention that the basis of such reasoning is false. 

Now I reiterate what my colleagues in the farm-paper field have 
already emphasized, and what they will continue to emphasize as 
these hearings continue. To meet such increased costs as would be 
imposed by such a drastic postal rate increase, farm paper manage- 
ment would have to raise both its subscription and advertising rates. 

Subscribers would resist such a raise with the result that our paper 
and others would have fewer readers. And, as certainly you would 
guess, the readers we would lose first are those who need farm papers 
most—the farmers who cannot afford to go halfway across a State 
to attend a meeting at their college of agriculture. 

When there are fewer readers in a pe ey audience, that 
audience becomes less attractive to the advertisers, so he would resist 
an increase in rates. 

The farm publication business is highly competitive, not alone as 
between the publications themselves, but between farm papers and 
radio and television. Competition now is in fairly even balance as 
is any competitive situation in a free economy. If postal rates dis- 
turbed this balance, as most certainly an increase of 60 percent would 
disturb it, it will not be possible for farm papers to serve their readers 
as they have been serving them. 

That is the end of the formal statement. 

The Crarmman. Are there any questions? 

Mr. Hemprity. I would like to ask him a question. 

The Caatrman. Mr. Hemphill. 

Mr. Hemputw. Is your magazine about the size of this magazine t 

Mr. Kircner. No; ours is a larger format. 

Mr. Hempurm. This is called Listen. It came to me this morning. 

Mr. Krecrier. You are acquainted with the Saturday Evening 
Post. It is almost exactly that size. 

Mr. Hempuityi. Do you feel that first-class mail receives preferen- 
tial treatment over your magazine ? 

Mr. Kircuer. Indeed I do; yes. 

Mr. Hemrnux. However, the fellow who is carrying mail out on 
the rural route or the gentleman who is carrying mail in town still 
has to pick up that magazine and deliver it to every customer and 
take it either from his mailpouch or from his automobile, does he not ¢ 

Mr. Krrcnrr. We are in this peculiar position in the publication 
field. All of our distribution is through the mail. We have no ear- 
rier circulation and no newsstand cireulation. It is all handled 
through the mail. 

Mr. Hempuity. Do you think that your publication is now paying 
its own way ¢ 

Mr. Krrcuer. I think that which goes as advertising is paying its 
own Way; yes, sir. 
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Mr. Hemremitt. What do you mean, that which goes as ss 

Mr. Kircuer. We are paying a cent and a half a pound on the edi- 
torial matter moving through the mail and 1.95 on advertismg. That 
is 30 percent more than the editorial] matter in the publication. 

Mr. Hemprity. However, you do not think you are paying your 
way on editorial matter / 

Mr. Kircner. No, sir; I do not. I tried to justify in this testi- 
mony why I think this is a reasonable function of government. 

Mr. Hempnm.. In other words, you think that the Government 
should subsidize editorial policy of the publication and you pay your 
own way on the advertising ? 

Mr. Krrcuer. Yes: I think that is reasonable. 

Mr. Hempuity. Are vou familiar with such magazines as National 
Geographic ! 

Mr. Kircuer. Yes, sir; I am. 

Mr. Hempnim.. How do your advertising rates compare to National 
Geographic ? 

Mr. Kircuer. I would not have the slightest notion. I do not know 
their rates. 

Mr. Hempniiyu. You have no idea at all about it? 

Mr. Kircuer. No, sir; 1 would not. These are all based on the 
rate per line per thousand of circulation, and I would not know. 

Mr. Hempuiiz. It is your thinking, then, that you render a sufh- 
cient public service from an editorial standpoint and an information 
standpoint that the Government. should subsidize you to that extent 

Mr. Kircuer. Yes, sir, just as the Government subsidizes the stu- 
dent, in the school and just as the Government subsidizes the person 
who is sitting in a country school listening to the county agent. That 
seems to be the function of the editorial content of the lent paper, 
not only our own, but others. 

Mr. Hespnitt. Would you say that first-class users should not be 
made to pay the difference, but the Government itself should under- 
write that? 

Mr. Krrcuer. I am concerned here only with the second-lass part 
of it. It does seem rather strange to me that first class has not had 
an Inerease since 1932 when we have already had a 30-percent increase. 

Mr. Hempnitt. You are like everybody who wants to economize; 
you want to put it on the other fellow. 

Mr. Kircuer. Not exactly. I do not think these publishers 
would object to a reasonable increase. 

Mr. Hempnitit. What about the little man, who has been left out 
of the thinking of the American people so long, who mails maybe 10 
letters a year{ Is it right for him to pay a little bit to support 
somebody else ? 

Mr. Kircuer. The little man who is mailing 10 letters a year would 
pay 10 cents. I do not think he would feel the pinch very much. 

Mr. Hempuiu. Is that right, to tax him to pay for some profit or- 
ganization? Is that morally right? That is what bothers me; the 
moral feature of it. 

Mr. Kircuer. I think it is morally right. If that 3-cent stamp we 
are using is not paying its way, yes, 1 think it is morally right. 

Mr. Hempuiti. Suppose the 3-cent stamp is paying its way. Do 
you think we should imcrease the 3-cent stamp to 4 cents in order 
that the 3-cent user, the first-class user, pay your way and all the 
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other people, National Geographic, and all these other things, 
the things we call junk mail? You were here yesterday and saw Mr. 
Cunningham’s box over here, I assume. 

Mr. Krrcuer. No, sir. 

Mr. Hempnmn. Do you think first-class users should pay that? 

Mr. Krrcuer. I would not get involved in the bookkeeping of the 
post office here on first-class mail. This is my understanding: The 
post office is somewhere between 85 and 88 percent self-supporting. 
I have not myself gone into these figures, and probably would not 
understand the accounting of them if I did, but, if that is true, 
and this answer is based on that premise, then I think that it is quite 
reasonable as an educational device for the Government to subsidize 
that part of these publications that is editorial matter. 

Mr. Hempuimy. I may have not phrased my question correctly. 
My question was: Morally, is it right, in your opinion, for the user 
of the first-class mail to pay more than his share or his cost in order 
to subsidize you and other people? 

Mr. Krrcner. Do I assume from your question—you know the fig- 
ures; I do not—that he is, at 3 cents, paying a profit to the Post Office 
Department or completely paying its way ¢ 

Mr. Hempumn.. You can assume a profit at 3 cents, 4 cents, or 5. 
The moral feature is still the same. 

Mr. Krrcner. Morally, he should pay his way. Morally, he should 
not pick up the tab for some other segment of the mail. 

Mr. Hempntn. The next question I want to ask you is: Are you 
familiar with Mr. Stans’ chart, which was introduced here the other 
day, whereby he showed over a period of years that second-class mail 
is only paying 29 percent of its way at the highest average? 

Mr. Kracner. No, sir; I am not familiar with that. 

Mr. Hempuimy. Thank you, sir. 

The Cratrman. What is the average cost of sending one copy of 
your publication through the mail? 

Mr. Krrcuer. This is a guess. Our publication varies in size 
through the year, this year and last, from 48 to 104 pages. Therefore, 
it would be somewhat less than a cent. 

The CuHartrman. Less than 1 cent for each copy, from 48 to 104 
pages; is that correct ? 

Mr. Kircuer. That’s right. 

Mr. Rees. Mr. Chairman. 

The CHarrMan. Mr. Rees. 

Mr. Regs. Do you mean you could send that paper from your office 
in Minnesota to the west coast or east coast ? 

Mr. Kirrcuer. We do not send it to the west coast or east coast. The 
farthest point in our area is western North and South Dakota. 

Mr. Rees. That costs less than 1 cent. 

Mr. Kircuer. Exactly. The whole structure of this field is built 
on that. It always has been. 

The Cuatrrman. Have you increased your advertising rates over the 
last few years ? 

Mr. Kircuer. Yes, sir; we have, 

The CHarmman. What percentage has been your increase in the 
advertising rates? 

Mr. Kircuer. We increased in 1942, 1948, 1951, 1952, 1956, and this 
year. 
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The Cuarrman. What do the total increases amount to over that 
period of years? 

Mr. Krircuer. I have the figures here. In 1942, the first of these 
rate increases, we were getting $1.85 a line and the rate that will 
become effective on July 1 of 1957 will be $2.70 a line. That is 85 
cents over that. 

The CuHarrMan. You have had how many increases ? 

Mr. Kircuer. We have five increases in that time. 

The Cuarrman. What is the total percentagewise ? 

Mr. Kircuer. It would be 85 cents added to $1.85. My mental 
arithmetic is a little slow, sir. 

The Cuarman. It would be over 40 percent then, would it not? 

Mr. Kircuer. No, about 32 percent. 

The CuarrmMan. Have you increased your subscription price during 
that same period ? 

Mr. Kircuerr. No, not during that same period. I think our sub- 
scription rate increase was prior to that. I think it was in 1940. 
However, historically, as perhaps you know, sir, the subscription 
rates of farm papers are very, very low, and always have been. That 
is traditional in the business. 

The Cuatrman. What is your subscription price? 

Mr. Kircuer. One dollar a year, and $2 for 3 years. 

The Cuatrrman. Is it a monthly publication ? 

Mr. Kircuer. Twice a month. 

The Cuatrman. Are there any other questions? Mr. Cretella. 

Mr. Creretta. How many copies do you put out? 

i Kircuer. 265,000, in round figures. It is a shade more than 
that. 

Mr. Creretia. And they go out for less than a penny a piece? 

Mr. Kircuer. This is some mental calculation here. I have told 
you that the rates that I got I received from our circulation depart- 
ment, 1.5 on the editorial matter and 1.95 on advertising matter; and 
they would weigh less than a pound. Just a shade less than a pound 
is the largest of our publications. 

Mr. Creretia. Life magazine probably is about the same size as 
your publication. 

Mr. Kircuer. Much larger and heavier stock. 

Mr. Creretua. Which is? 

Mr. Kircuer. Life is. 

Mr. Creretia. I think the testimony the other day was their copies 
go through at 5 cents, all bundled and delivered to the platform. 
97 percent of your publication according to your statement is delivered 
in Minnesota, and a percent and 67 percent in both North and South 
Dakota. 

Mr. Kircner. No, 97 percent of Minnesota farm families receive 
The Farmer, 71 percent in North Dakota, and 67 percent in South 
Dakota. 

Mr. Creretia. Therefore, actually, you are limited practically to 
those three States. 

Mr. Kircuer. That is right. We have little peninsulas of circu- 
lation that run into northern Iowa and run over into western 
Wisconsin. 
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Mr. Crerecta. Can you give me any justifiable reason why the 
people of my State should have to contribute to the postal deficit in 
order that the people of Minnesota and the Dakotas should know 
about taking care of weeds and teaching the poor housewife out there 
how to cook her meals for her family ? 

Mr. Kircuer. Yes, sir, I think I can, because the farm men and 
women of your State get somewhat the same kind of farm paper. 
I do not know which State you come from, but they get somewhat 
the same kind of publication that we publish in Minnesota. 

Mr. Crere tia. I come from the great State of Connecticut. 

Mr. Kircuer. Your people have a local farm paper there. 

Mr. Crerecia. I think the women of Connecticut, though, can 
prepare meals without having to read the publications to find out how 
to cook them. 

Mr. Kircuer. Are you making it as a statement or a question, str. 

Mr. Crere.a. It is a statement. 

Mr. Kircuer. All right; you made it. 

Mr. Creretia. Yes, I did, and I am going to stick by it. 

I think you would insult the women of Connecticut to tell them 
they had to wait for their weekly publication to learn how to prepare 
their meals. 

Mr. Kircuer. I do not think I made the statement that they are 
doing that. 

Mr. Crerecna. You said that she wants recipes tailored to her 
specific needs. 

Mr. Krrcuer. Yes, sir, and that is what the home economics depart- 
ments of the colleges spend a lot of money doing. That is the kind 
of information that our paper and papers like ours across America 
carry to farm women. It is the information on weeds, insecticides, 
and fungicides, and these other things that the farm papers of America 
carry to farmers. 

Mr. Crerecza. You get that from extension services do you not, 
and you get it from farm bureaus? 

Mr. Kircuer. The Farm Bureau is not an information medium. 
They reach to the extent that they can, as I have said, and here in 
a typical Middle Western State in a study made by a completely 
objective laboratory they say they get this information from farm 
papers more than from their extension service and more than from 
their experiment station or their home economics departments. 

Mr. Crerecia. Then you still stick by your answer that 45 other 
States in the Union should support by subsidy the publication farm 
magazine or farm publications for the State of Minnesota and the 
2 Dakotas ¢ 

Mr. Kircuer. Because your farmers and their wives of the State 
of Connecticut are getting precisely the same service, sir. 

Mr. Creretia. I doubt it, but, nevertheless that is all, Mr. Chairman. 

Mr. Kircner. I do too. I think our publication may be superior 
to those serving your people, but that is beside the point. 

Mr. Creretta. There is not any question about it if you have to 
tell the women how to cook their meals. We ought to send some 
Boston Cookbooks around. 

Mr. JoHanseNn. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 
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Mr. JouanseNn. I am sure the gentleman is aware that the costs to 
the Post Office eee of handling the mails have increased over 
the recent year 

Mr. Museen. Yes, sir; indeed I am. 

Mr. Jomanspn. And they have increased substantially. Is it not 
true then that as long as there is no increase in rates, speaking now of 
the second class, there is an increased subsidy both dollarwise and 
percentagewise to the second-class users of the mails, as long as we 
leave the rates where they are? 

Mr. Krroner. Yes, sir, and, as I have said before, I think the pub- 
lishers of our kind of publication could stay abreast of raises, but not 
such as is suggested here now. 

Mr. JoHansen. The gentleman recognizes that by doing nothing 
we are altering the relationship and the ratio. 

Mr. Kircrer. Yes, Mr. Johansen. 

Mr. JOHANSEN. You have indic ated that you would go along with a 
reasonable increase. Would you give the committee the benefit of 
your judgment as to what would be a reasonable increase? 

Mr. Kircuer. This is not my judgment. This is the judgment of 
our publisher and, I assume, of his colleagues in the Agricultural Pub- 
lishers Association. I asked him that question the other day. He said 
that 5, 5, and 5, 3 yearly raises of 5 percent per year, was regarded as 
reasonable by these men. 

Mr. JoHANSEN. I just hope the witness understands that our ap- 
proach to this problem is not punitive. We have a serious problem 
and we have a problem that just does not stand still merely because 
we do nothing. We are trying to deal with a very real problem in a 
very sincere and serious manner. 

Mr. Kircuer. Yes, sir. 

Mr. JoHANSEN. I appreciate your testimony. You are at least 
not coming in here, as some witnesses have and some will, from the 
publishing field, opposing any increases in any rates. I compliment 
you. 

Mr. Kircuer. I thank you, sir. 

Mr. Rees. I would like to ask 2 or 3 questions. 

The Cuarrman. Mr. Rees. 

Mr. Rees. As I understand it, as a businessman you want to pay 
your way, do you not 

Mr. Kironer. Yes, sir. 

Mr. Rees. You do not want the Government subsidizing your publi- 
cation, do you? Ifthe Government is subsidizing your business you <lo 
not want that to continue? 

Mr. Kircuer. It is subsidized. I know it is subsidized and indeed 
T do want to have it continued. 

Mr. Rees. You want it done because—— 

Mr. Kircuer. Because I think that farm publications do have a 
very real place in the educational scheme of the country. 

Mr. Rees. We will take 2 or 3 magazines. Do you think we ought 
to subsidize, providing i cena to go through the mail, magazines 
entitled “Confidential,” or “True Love Stor y,” or “Romances”? What 
about those? They are meal class mail, 

Mr. Kircner. This is an entirely different field. 
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Mr. Rees. As a taxpayer and a citizen, and if you were a member of 
this committee, you would not want to subsidize them if you could 
help it, would you? 

Mr. Kircuez. I do not want to attempt to appraise Confidential or 
these other magazines you have mentioned. 

Mr. Rees. The only reason I mention that is because you are giving 
preference to your particular magazine due to its particular makeup 
and because, as you suggested, it provides educational information 
for certain groups of people; is that not correct ? 

Mr. Kircuer. Yes, sir, but precisely that one, not the others. I 
am not trying to make a case for Confidential. 

Mr. Rees. I know you are not, but I am asking you now as a busi- 
nessman and a taxpayer what would you do in a case of that kind? 
Would you let it go at the subsidized postage rates ? 

Mr. Kircuer. I am not in a position of having to do anything about 
that, I am very grateful to -_ 

Mr. Rees. That is right, but I just thought you might make a 
recommendation since your publications come under second class. 
aa. CreTetLa. Are those magazines what you are reading these 

ays? 
_Mr. Regs. For your information I happen to read this man’s maga- 
zine. 

Mr. Krrcuer. I am really happy to hear that, sir. 

Mr. Rees. As far as concerns the gentleman’s magazine, there is 
nothing wrong with it at all. 

I was just trying to get you to help us figure out the second-class mail 
problem a little. 

What share of the total cost of operation of your magazine is post- 
age? Put it the other way: How much does it cost to run your busi- 
ness ¢ 

Mr. Krrcurr. Last year our postal bill was I think $70,000, in 
round figures. 

Mr. Rers. What was the total cost of running your whole business? 

Mr. Kircuer. I cannot answer the question, sir. 

Mr. Rees. You know approximately ? 

Mr. Kircuer. No, I do not know approximately. 

Mr. Rees. I wonder why. I would think a man that was running 
a business like you are—as important as it is—would know. 

Mr. Kircuer. I am managing editor of this paper and I am not 
concerned with profit and loss. I should not say that. Of course I 
am concerned with profits and losses. But, I am quite busy in another 
area and I rather guess that our publisher and his staff do a pretty 
good job of running that end of it. 

Mr. Rees. I understand that. Will you furnish that figure for this 
committee ? 

Mr. Krrecuer. Yes, sir, I can. 

Mr. Rees. Tell us what the total cost is. We would like to know 
what proportion of the total cost of your operation is represented by 
your postage cost. I think it is fair that we should have that. 

Mr. Kircner. Yes. 

(The information is as follows :) 


The Farmer’s annual postage bill represents 6.42 percent of the cost of operat- 
ing the business of the Farmer. 
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Mr. Regs. That is all. You made a good statement for your publi- 
cation and you do publish a fine magazine. As you suggest, most of 
your material is taken from Government sources. You just transmit 
information furnished by the Government. You transmit that 
through your magazine. 

Mr. Kircuner. And some of the content of it of course is what our 
field staff picks up from successful farmers and passes along. 

The Cuarrman. How much less than 1 cent does it cost to send each 
copy of the publication, as an average cost? Is it seven-eighths of a 
cent? Or three-quarters of a cent? 

Mr. Kircuner. I would just have to take a year’s copies, weigh 
them—and this I have not done—and average them all. 

Mr. Rees. It seems to me that you are getting rather inexpensive 
service through the mail. 

Mr. Kircuner. I think our readers are getting quite inexpensive 
service. 

Mr. Rees. What do you think about the postage ? 

Mr. Kircuner. The whole structure of the business is based on this. 

Mr. Rees. Is that not a cheap service to peblish a paper and deliver 
it at somebody’s home in some other State? 

Mr. Kircuner. The whole structure of the business has been that 
way, based on that since the original Postal Act. 

Mr. Rees. And you think it just ought to continue? 

Mr. Kircuner. I do, indeed. 

Mr. Rees. Irrespective of the additional costs that come about? 

Mr. Krrcuner. No; I do not, Mr. Rees. That is not the point I 
made to Mr. Johansen here a moment ago. 

The Cuarrman. Thank you very much, sir. 

The next witness is Miss Porter Cowles, assistant director of the 
University of North Carolina Press, representing the Association of 
American University Presses. 


STATEMENT OF MISS PORTER COWLES, REPRESENTING THE 
ASSOCIATION OF AMERICAN UNIVERSITY PRESSES 


Miss Cowxes. My name is Porter Cowles. I am speaking on the 
subject of postal rates for books on behalf of the Association of Amer- 
ican University Presses. I am assistant director of the University of 
North Carolina Press. 

The Association of American University Presses includes 47 mem- 
bers from 25 States and the District of Columbia. Many of the asso- 
ciation members, such as the presses of California, Georgia, Kansas, 
Louisiana, Michigan, North Carolina, South Carolina, at Texas, are 
associated with State universities. Others, such as Huntingdon 
Library in California, represent special research groups with a limited 
publication program. With this statement is being filed a copy of the 
most recent directory of the Association of American University 
Presses, giving a complete list of the members and the present and 
past officers. 

PROVISIONS OF H. R. 5836 ON BOOK RATES 


T wish to express the appreciation of the association to this com- 
mittee and its chairman for giving us this opportunity to discuss the 
problem of book postage rates as we see it and as it affects the uni- 
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versity presses. We understand that section 107 of the bill before you, 
H. R. 5836, affects the rates on books and educational films in two 
ways: 

(1) The present rate on books and educational films is proposed 
to be raised by 25 percent, from 4 to 5 cents per pound on the basic 
rate and from 8 to 10 cents on the first pound. 

(2) Certain additional educational and cultural materials, such as 
educational tests, sheet music, academic theses and manuscripts would 
be given the same rates as books and edueational films in general 
and when loaned or exchanged between libraries and educational 
institutions and the people they serve. 

We are in favor of giving these additional categories of materials, 
which are of an educational nature, and neither letters, on the one 
hand, or advertising, or merchandise, on the other, the same rates 
as books and educational films. 

We do not think, however, that this needed connection of the postal 
classification system should be contingent wpon a 25 percent increase 
in the book and educational film rate. My judgment would be that 
educational institutions and libraries would, as a general rule, be worse 
off financially under the present provisions of section 107 than they 
are now, paying more in the increased postage charges for books 
and films received than they would gain in the lower postal charges 
paid for the shipment of educational tests, sheet music, and academic 
theses. This bill proposes no increases in the preferential rates now 
granted to educational institutions for the distribution of their sec- 
ond-class publications and for their use of third-class mail, and we 
believe that the books and other materials included in section 107 
should be treated in the same fashion as an educational use of the 
mails. 

Reading matter in books is now paying a postage rate more than 
twice as high as reading matter in second-class publications—and this 
existing discrimination against books will be continued and only 
slightly lessened if the provisions of H. R. 5836 are accepted by the 
Congress. 

THE NATURE OF UNIVERSITY PRESSES 


The primary purpose of a university press is to publish books of 
scholarship. Some of these may be used as textbooks, but this is 
not the rule. These books make available to scholars, scientists, teach- 
ers, students, and general readers information on specialized subjects 
which is not easily available from any other source. In 1956 university 
presses in this country published about 1,200 books (titles), or just 
under 10 percent of the total number of new books or new editions 
published in the United States last year. In terms of number of copies 
or dollar sales, however, our proportion was very much less than this. 
The anticipated sale on publications of this sort is usually small. We 
consider ourselves pretty fortunate if a book sells as many as 2,500 
copies. 

Far more of our publications sell in the range of 500 to 1,000 copies. 
Some of our books are sold through bookstores and we are constantly 
trying to widen our bookstore market. But, because of the nature 
of our publications, we must necessarily ship a great many direct 
to the customer by mail and the customer pays the postage charges—as 
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does the bookstore. According to recent figures, the members of our 
association ship large percentages of their total output direct to 
libraries, colleges or schools, or the individual customer. 

lowa State College Press, in a recent year, for example, shipped 
5 percent of its output to libraries, 65 percent to schools, and 10 percent 
to individual customers. 

Loyola University Press in Chicago shipped 82 percent to colleges 
and schools, 1 percent to libraries, an d 2 percent to individuals—a total 
of 85 percent of its total shi ipments directly to specialized groups or 
individuals having a particular interest in untversity-press publi- 

cations. 

University presses are, by the very nature of their operations, non- 
profit-making organizations. Savoie Lottinville, president of the 
association and director of the University of Oklahoma Press in 1947, 
said : 

No institution can expect its scholarly press to be completely self-supporting. 
A press may break even in good years, or occasionally make money, but if it 
does so consistently, it is not publishing the kind of scholarship to which its 
parent institution is presumably dedicated. I say this because scholarly books, 
while definitely merchantable, are not merchandise. 

Mr. Lottinville’s statement and statements of other university press 
officials may be found in a report on American University Presses, by 
Chester Kerr, the results of a survey made in 1948, and brought up 
to date by a supplement in 1956, copies of which are filed with this 
memorandum. 


EFFECT OF INCREASED RATES ON BOOK DISTRIBUTION 


The rates proposed would impose on the members of our associa- 
tion and our customers a very serious additional burden. The book 
rate has already gone up almost 300 percent since 1942. Most uni- 
versity presses pass onto the customer the carrying ae on books 
purchased. Speaking for the University of North Carolina Press, I 
can say that the average single book which we ship will weigh be- 
tween 2 and 3 pounds. The present postal rate on a book of this 
uverage weight is 16 cents. Lf the immediate increase in this bill 
is approved, the postage payable would be increased on this average 
book to 20 cents, a 25 percent increase. These increases, though indi- 
vidually small, will mean the passing onto already low library ‘budgets 
and to schools a considerable additional charge which will in total 
necessarily curtail their ability to buy new and nec essary book ma- 
terials. 

University press publishers are particularly concerned by the pos- 
sibility of increased postal rates, because we believe that yublication 
and distribution of books, and especially books by university presses, 
are educational processes of very great importance. We are doing, 
we feel, a highly valuable work, particularly in the educ ational 
and technical fields, not only on formal education levels but also on the 
adult education level. Through postal services to areas not served 
by bookstores and remote from educational institutions and libraries 
we are, through books, bringing to the people of this country informa- 
tion in which they are becoming increasingly interested and which we 
should make it possible for them to get as inexpensively as possible. 
We are trying to do our part by publishing the books that are needed 
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and we hope that postal rates will not be so increased as to make the 
job even more difficult. 


NATIONAL POLICY ON POSTAGE RATES FOR READING MATTER 


The members of our association feel that books today are playing 
and should continue to play a vital role in the expanding educational 
processes of our democracy. The need for a well-informed citizenry 
has never been more important than it now is. We feel that uni- 
versity presses are publishing the kind of books that should be dis- 
tributed widely. 

The members of our association, therefore, hope that in your con- 
sideration of H. R. 5836 you will give serious consideration to the 
additional burdens which increased postal rates will place upon our 
operations and upon our customers. 

We believe that as a long-run policy the Congress should seriously 
consider establishing a uniform favorable rate for reading matter, 
whether in newspapers, magazines, or books. Books are certainly 
as important as magazines and newspapers as an educational and cul- 
tural force. They ought +o be treated as well as other forms of reading 
matter. 

We do not suggest that books published by university presses be 
given a special book postage rate because we believe that books as a 
class deserve equality in postal rates with magazines and newspapers. 
Many books brought out by commercial publishers are equally im- 
portant, culturally and educationally, as our own. We urge your com- 
mittee to give books equality in postal rates with reading matter in 
magazines and newspapers in considering the policy statement which 
is before you in title II of this bill. This step is long overdue, in our 
opinion, and can be amply justified as a matter of equity and sound 
national policy. If the committee feels that equality in reading rates 
should not be achieved until second-class rates have more closely ap- 
proached the present book rate, we urge that the 25-percent increase 
in section 107 of H. R. 5836 be stricken from the bill. 

The Cuarrman. Thank you, Miss Cowles. We are glad to greet 
you again. I believe this is your third appearance. 

Miss Cowtes. Don’t tell people how many times I have been here, 

The Cuarrman. It is always a pleasure to have you with us. 

Miss Cowres. Thank you. It is always nice to appear before this 
committee. 

The CuarrmMan. You are very consistent in your views. You have 
not changed your views over the years. 

Miss Cow.es. I have not changed a bit. I just say the same thing 
every time. 

Mr. Ress. I want to express my appreciation for your coming again 
and being patient and giving consideration to this proposed avian 
tion. 

Miss Cowes. Thank you. We feel that we have a great many 
representatives over the country and if any of our various members— 
I am speaking merely for them—can give any members of the com- 
mittee information which they need in consideration of this I hope 
you will let me know and I will pass the word along. 

Mr. Rees. Unfortunately there are a number of publications yet, 
to go along with your publications, that probably do not contain as 
much educational value as the ones you represent. 
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Miss Cowes. That is probably true. There are a great many books 
that we do not have an opportunity to publish that sell a lot more 
copies than ours, so we find ourselves in the position of pas 
things that are actually needed more by a few people and we woul 
like to get those as widely distributed as possible. 

The Cuairman. You can send books through the mail, I believe, 
up to 70 pounds. 

Miss Cowes. That is correct. 

The Cuamrman. Do you send many shipments weighing approxi- 
mately 70 pounds through the mail? 

Miss Cowes. Very, very few. 

The Cuamman. What is your average number of books sent in a 
shipment, would you say? 

Miss Cow.es. I am speaking now only for the University of North 
Carolina Press because I am more familiar with our operation. I 
would say on an average of 100 invoices that we make in a day we 
would not have more than 2 of those weighing 70 pounds. The great 
majority of the shipments, probably 80 percent : f the shipments, 
would be of 1 to 5 books rather than a larger number which would 
make up a 70-pound shipment. 

The Cuarrman. Are there any other questions of the witness? 

If not, thank you very much, Miss Cowles. 

Miss Cowxzs. Thank you, sir. 

The CuarrmMan. We have two more witnesses. We will not be able 
to reach both of them today. 

Mr. Frase, you are here in Washington. Mr. Cole is the other 
witness. He is from out of town, so we will call next Mr. A. L. Cole, 
business manager of the Reader’s Digest, Pleasantville, N. Y. 


STATEMENT OF A. L. COLE, GENERAL BUSINESS MANAGER, THE 
READER’S DIGEST, PLEASANTVILLE, N. Y. 


Mr. Core. Mr. Chairman, Mrs. Granahan, and members; my name 
is A. L. Cole, and I am, and for 18 years have been, the general business 
manager of the Reader’s Digest Association, Inc., publishers of 
Reader’s Digest magazine and Reader’s Digest condensed books. 

Circulation of the Reader’s Digest in the United States is now in 
excess of 11 million copies a month. In 12 languages the worldwide 
circulation is over 20 million. It is estimated by the experts that in 
the United States alone more than 30 million people read every issue. 
The Reader’s Digest Condensed Book Club is the eae in the world, 
and through it several million books are purchased by Digest readers 
each year. These books are now published in six languages. 

The business of the Reader’s Digest is carried on everywhere in 
the world almost entirely by mail. Magazine subscriptions and 
book club memberships are sold by mail. Magazines oad books are 
shipped by mail. Millions of payments and other communications 
from readers are sent to the Digest the same way. 

During the year 1956 Reader’s Digest itself purchased almost $7 
million worth of first-, second-, third-, and fourth-class postage in 
the United States alone. $1.1 million was spent for first-class mail, 
$1.1 million for second-class, $2.4 million for third-class, and $1.9 
million for fourth-class. 
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Please note that we spend almost three times as much for first- and 
fourth-class mail—the most profitable mail to the Post. Office—as we 
do for second-class. These figures do not include amounts of postage— 
mostly first-class and airmail—spent by the millions of Digest readers 
who send us their orders, payments, changes of address, and other com- 
munications through the mail. 

The Reader’s Digest is definitely dependent on postal service for 
the continuation of its business. The cost of that postal service is a 
major item of expense and therefore must affect the price at which 
Reader’s Digest publications can be sold to the public. If the very 
large increases in rates in the bill you are now considering for second-, 
third-, and fourth-class mail, as well as the more reasonable increases 
in the rates for first-class, are made effective, the extra cost to Reader’s 
Digest will be $3.2 million a year. That will be the increased cost 
above the present $7 million. 

As that is an overall increase of almost 50 percent, and as it is on top 
of the 30 percent in second-class rate increases of 1952, 1953, 1954, and 
on top of large recent increases in third-class and fourth-class rates, 
it is not surprising that the increased cost will have to be passed on in 
increased prices to readers. 

Mr. Porter. Mr. Chairman, the House is going to meet at 12 o’clock, 
and I was wondering—I notice that this is an 11-page statement—if 
the witness could highlight his report. He is not coming back here. 

Mr. Core. I will be glad to come back. I do not want to highlight 
the report today or any other day. 

The Cuamman. He will come back tomorrow. You may proceed 
with your statement. 

Mr. Cotx. We are sorry that this will be necessary. We have not 
raised the price of the Digest in 35 years—nor the price of Reader’s 
Digest books in the 7 years s they have been published. 

For many years we have spent more for first-class mail than for 
second-class and, as the song goes, “there wouldn’t be one without the 
other.” First- and third- class mail create subscriptions which create 
the need to ship magazines and books by second- and fourth-class mail. 
Scores of millions of communications in the form of first-class mail- 
both going and coming—result from subscriptions and book club 
memberships. There can be no doubt that the revenue from each class 
of mail will be affected as rates for any class are changed. Each mail 
class, to a considerable degree, is dependent on others for volume 
and revenue and in my opinion you can expect reduced volume in 
all classes if too large increases in rate are made for any one class. 

The Reader’s Digest employs approximately 3,000 people at Pleas- 
antville, N.Y. These people live in other New York State and nearby 
Connecticut communities. In addition there are a small number in 
New York City, Chicago, San Francisco, Los Angeles, and Detroit. 
Many times 3,000 people are employed in making the Reader’s Digest 
paper in Corinth and Glens Falls, N. Y.: Sartell and International 
Falls, Minn.; Wisconsin Rapids, Wi is.; Kingsport, Tenn.; Groos, 
Mich.; Rumford, Maine, and Lockhaven, Pa. And, in addition, oth- 
ers who print and bind our magazines and books live in Concord, 
N. H.; Dayton, Ohio; Clinton, Mass.; Crawfordsville, Ind., and Buf- 
falo, N. Y. All these people and thousands more who act as sub- 
scription agents in all parts of the United States are either completely 
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or partially dependent on Reader’s Digest for continued employment 
and income. 

As further proof of the importance of postal service to this business, 
I might point out that Reader’s Digest spends more every year for it 
than for either printing, paper, editorial material, or for any other 
material or service we buy. 

You are not surprised, I am sure, that we are concerned about the 
large proposed increases in postal rates. 

We cannot continue to publish unless we have economical and 
efficient mail service. 

Postal service is the only major expense item Reader’s Digest. has 
to have where there is no competition for our business. In. practice 
we can buy only from the United States Post Office. It has an abso- 
lute monopoly in first-class mail and therefore a practical monopoly 
in the other classes. And, so far as I know, it is the only unregulated 
monopoly in the United States. 

When the United States Post Office says, “We want to charge the 
public more for postal service because our costs are up,” any fair- 
minded person is apt to consider that a reasonable request. 

However, for the Post Office there is no regulatory body that can 
assure the Congress that costs are as low as they should be. 

No adequately staffed investigatory or regulatory body in or out of 
Congress says to the Post Office, “You must prove to us that your 
costs could not be lower as well as that you need this extra income 
to balance your budget before we will authorize the rate increases 
you ask.” 

Now, my appeal to this committee—an appeal that for obvious rea- 
sons involves serious consequences—is based on two facts: 

First, the large rate increases proposed for second-, third-, 
and fourth-class book mail are too high; and 

Second and more important—we respectfully suggest that you 
look carefully at the way the Post Office is now operated. In our 
opinion the present high cost of operation which is cited as the 
justification for higher rates could be and should be materially 
reduced. , 

When the Post Office administration says to you, “Pay us only 
the increased rates necessary to cover increased costs,” the appeal 
does sound plausible. And it would be if the costs were not unduly 
high because of waste of manpower, because of failure to: use ma- 
chinery, because of lack of continuous investigation and control by 
some regulatory body. ; ; 

In our opinion it is vital that some regulatory body be created and 
we appeal to you, our representatives in Congress, the only ones to 
whom we can appeal, to seriously consider creating one. 

It might be an adequately staffed joint committee of the House and 
Senate Post Office Committees, or a part of the Budget Bureau. 

Set up somewhere more effective supervision over Post Office costs 
as a protection for those who must have postal service and who will 
be expected to pay its costs. Such protection is provided in the case 
of every other monopoly. Is there anything new or revolutionary in 
that concept? " 

Sure, the Post Office always tell you that there is no significant waste 
in.the operation of their $3 billion business. 
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But are they the ones to look to for a verification of that fact? Do 
you ask only your electric light company to prove to you that they 
operate as efficiently as it is reasonable to expect? You do not. You 
look to a public service commission which has been set up because it is 
an accepted truth that no unregulated monopoly can be expected to 
be the best judge of its own efficiency or its right to higher rates. 

When it comes to a real appraisal of the efficiency of the United 
States postal service the Post Office itself should not be the judge. 
To be sure, the House Appropriations Committee asks the Post Office 
to justify its request for funds. But they have only a limited staff 
to investigate the operation of this farflung enterprise—1 of the 12 
largest in the United States. Occasionally they do hire an expert to 
take a look at Post Office costs and give them an opinion. 

I think the last time they did that they hired Maurice Stans, a 
partner in a well-known Chicago accounting firm. He testified that 
the Post Office was— 


the most antiquated, obsolete tradition-ridden, inefficient structure in Govern- 
ment. 

He was grabbed in a hurry by the Post Office administration and 
we are glad he was, because we consider him, as well as many others 
in the Post Office Department, outstandingly able. He is now the 
Deputy Postmaster General, and ever since he has been on that job, 
perhaps, naturally, he has been relatively quiet on the subject of post- 
office inefliciency—at least while campaigns are on to raise rates. 

Incidentally, after Maurice Stans’ survey in 1953 the House Appro- 
priations Committee said, and I quote: 

This committee looks to a long-range program of better practices, policies, 
and methods which will gradually eliminate the deficit and at the same time 
give the public an improved mail service. 

At that time the postal deficit was about $700 million. 

Do you believe it is fair to always ask the users of the mail to pay 
higher rates because costs are up even though by wise management the 
cost of good postal service could be much less ? 

I am sure the millions of readers of the Digest will not cheer about 
paying a higher price to cover higher postage costs, nor to pay more 
for their own postage. 

So certainly if there could be less need for higher rates and higher 
prices through improved procedures and lower cost of operation of 
the postal establishment this would be worth trying to bring about. 

Recently several industrial management firms have been employed 
by the Post Office to examine certain phases of post office operation 
and to make recommendations for improvement. I am sure the Post 
Office will be glad to have you ask them to tell you, based on observa- 
tion, “How much post office costs could be cut if up-to-date equip- 
ment and methods were employed?” “How much less would the cost 
be if the Post Office were operated as other large efficient American 
businesses are?” 

Perhaps Mr. Stans’ appraisal of the United States Post Office was 
a sound appraisal and perhaps it has not changed very much in the 
short time since he made his report. If that is so something really 
should be done about it, and soon. 

I might add that we have at the Digest from time to time considered 
publishing articles in the magazine on the way the Post Office is 
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operated. We have not published such articles because of our own 
self-interest in the matter, but with the coming May. issue, which will 
be out in 2 or 3 weeks, there will be the first article on this subject. I 
might say that it has nothing to do with postal rates, but,it does have 
to do with the way the Post Office is operated, 

Mr; Rees. Is it a criticism of the way the Post Office is operated ? 

Mr. Cote. Yes; it is. 

Mr. Ceperserc. Who is the author of the article? 

Mr. Corz. The author of the article is Wolfgang Langewiesche, 

Mr. Creperspera. What is his background ? 

Mr. Coxe. He is an engineer and a good writer. The material was 
put together by a large staff of research people who spent 6 months 
gathering the material. 

The Cuarrman. I might say, for your information, I have already 
read thearticle. It is just a lot of poppycock ; nothing but propaganda. 

Mr. Cour. I do not agree with you, Mr. Chairman. How did you 
get to read the article? 

The Caairman. We had it, all right. 

Mr. JoHNANSEN. I would like to ask the witness, in view of the testi- 
mony so far, if he intends to sit here with a straight face and say that 
that article and its publication have nothing to do with postal rates. 

Mr. Coreg. I sit here and say that without any question, whatsoever. 

Mr. JoHANSEN. I sit here and say I do not believe you, sir. 

Mr. Coie. Does that mean you call me a lar? 

Mr. JoHanseEn. I said I did not believe it. 

Mr. Coie. I think that my statement as to what I think is justified. 

Mr. Porrer. Did I understand you to say that the Digest held off 
from printing an article about the Postal Department because of the 
Digest’s 

Mr. Core. Because it might be construed as being published be- 
cause of self-interest. We considered that many times over the last 
5 years. I sat in on these discussions with the editors and ‘there is 
no one here who can tell me that I did not. 

Mr. Porrer. You mean you thought that you would not publish an 
article that you believed to be true—I suppose you believe all your ar- 
ticles to be true—and you would not print it because people would 
construe it as being for your self-interest. 

Mr. Cote. That is right, That might be so. 

Mr. Orperrerc. Why are you publishing it now? 

Mr. Coz. Because we think that the matter is so serious and that it 
is so important to the public that regardless of self-interest we decided 
to print it. 

Mr. Porter. I had one other question. Does the business manager 
usually sit in and help make editorial decisions on articles? 

Mr. Corz. I do not. I sit in and listen to some editorial matters. 
I have been associated with the Digest for 18 years and we do not 
have a door between one office and another that is so firmly closed 
that a person would have no idea as to what is going on in one part of 
the business from another. 

Mr. Porter. Thank you. 

The Cuarrman. Mr. Beckworth. 

Mr. Beckwortu. Mr. Cole, in the article that is being printed do 
you point out, based on what these proposals to raise rates seem to 
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be, how much additional you have to raise the annual subscription 
cost to the magazine? 

Mr. Corz. The article has nothing to do with rates. 

Mr. Beckwortu. It doesn’t? 

Mr. Cotx. Not a thing. It doesn’t mention the subject. 

Mr. Becxworru. Is there any definite information on that partic- 
ular phase of the problem that we are all confronted with and that 
is how much will be the additional cost per year, say, of the Reader’s 
Digest to the family that gets it? 

Mr. Corz. I have not finished my statement. I will be glad to file 
the statement and answer your questions. 

The Crarrman. I want you to finish your entire statement. 

Mr. Coxe. All right. Let me answer this question first. 

In our opinion the second- and third-class and the fourth-class 
book rates are too high. With respect to the second-class rate, when 
you add the 30. percent that was made effective in 1952, 1953, and 1954 
to the proposed further rate increases, it brings the total second-class 
increase to 109 percent. It brings the third-class increase to approxi- 
mately 150 percent, and the fourth-class book rate to approximately 
200 percent. We think all of these rate increases are too high. 

You asked me what our company thought. That is what we think. 

Mr. Becxwortn. Without trying to be too technical, if somewhere 
along the line there could be shown the approximate upping of the 
price per year of the subscription rate of these magazines that your 
company of course sells a lot of, [ would like to see those figures. 

Mr. Coxe. As the chairman well knows, I have appeared here before 
and approved proposed increases in first-, second-, third-, and 
fourth-class postage rates. Now if the ones that I think are apt to be 
made effective—and I do not think the present ones will be—we will 
raise the price of the Reader’s Digest from its present $3 a year to 
$4 a year and the present newsstand price from 25 cents to 35 cents. 

Mr. Creperserc. Will you continue to put that flyer in your maga- 
zine which says you can have it for a year for a very very nominal 
price ? 

Mr. Coxx. I would not be a bit surprised, because when we get those 
subscriptions started they continue on the average at the full price for 
19 years. That is very profitable. 

Mr. Creperserc. And as a result when you send your magazine at a 
second-class rate and you put that flyer in there, you are in effect using 
third-class mail right with it, are you not? 

Mr. Core. We are conforming to all of the Post Office regulations. 

Mr. CeperBerG. You are doing the same thing. If you had to cir- 
cularize 

Mr. Coxe. If we had to we would circularize these flyers outside of 
the magazine. 

Mr. Crperserc. You do it with the magazine at the second-class 
rate cost and do not have to pay the third class. 

Mr. Corte. We do not decide that. 

Mr. Ceperserc. Would you suggest that be changed so that you could 
not do that? 

Mr. Coz. I assume the Post Office has it the way it is because they 
think that is sound. We are glad to operate under the Post Office 
rules and I believe we do. 
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The Cuarman. I believe you testified at a previous hearing that 
you sent three copies of your publication, Reader’s Digest, through 
the mails at a total cost of 1144 cents. That isa halfacent apiece. At 
that time you had no advertising. That is correct, is it not? 

Mr. Coreg. Yes, sir. 

The CuarrMan. You are now carrying advertising ? 

Mr. Cote. That is right. 

The Cuairman. How long have you been carrying advertising ? 

Mr. Coz, Since April 1955. 

The Cuarrman. And how does your advertising content compare 
to your reading content? 

Mr. Cote. About 85 percent reading content and 15 percent adver- 
tising on the average. 

The Cuarrman. And what is the average cost now, with this adver- 
tising, of sending a copy 

Mr. Cotz. About 1.1 or 1.2, depending on the issue. The advertising 
portion, I think, is sent at a rate of about 4 cents. The reading mater- 
ial goes at whatever the rate is. It was 114 cents and it went up, so I 
think it is 2.1 a pound. 

The CuairmaNn, If the rate increase is approved, how much would 
it then cost to send one copy of the publication through the mail? 

Mr. Corse. At second-class rates ¢ 

The Cuarrman. Certainly. 

Mr. Core. It will veabebiy go up to about 3.3 cents, with 60 percent 
added. Wait a minute. It would go up to about 1.7 or 1.8, 

The Cuarrman. It would not go up to 3 cents? 

Mr. Cote. No. It would go up to 1.6 or 1.7, but I want to make 
this point : 

Low rates for reading matter in magazines were established by the 
Congress many years. This Congress can, of course, change that at 
any time it wants to. These rates were established because of the 
continuing educational value of periodicals as well as the contribu- 
tion to communication. The rates for the advertising are on a very 
much higher basis. If there is any subsidy in those low editorial rates 
the subsidy is to the American reading public and it is not to the 
magazine publisher. 

Mr. Ceperserc. I get the same exact public service if I buy it on 
the newsstand as I do if I get it on the mail routes. 

Mr. Coir. Sure. 

Mr. Creperserc. How much commission does the newsstand oper- 
ator get ? 

Mr. Coir. We pay to the retailer 6 cents a copy on 25 cents. 

Mr. Creperserc. How much does the newsstand dealer get ? 

Mr. Coiz. The retailer is the newsdealer. 

Mr. Ceperserc. How much does the man at the stand get? 

Mr. Core. He is the man at the stand. That is what we call the 
newsdealer. 

Mr. Ceperserc. You operate through 

Mr. Cotz. We operate through local wholesalers. 

Mr. Ceperserc. How much does he get ? 

Mr. Corr. He pays 16 cents for the magazine, which he sells to the 
retailer for 19 cents, so he gets 3 cents. 

Mr. Ceperserc. As a result the newsdealer and the wholesaler get 
a pretty fair commission on that, while the post office, for doing the 
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same thing, only gets about a cent and a half or a cent and three- 
quarters. 

Mr. Corr. What the Post Office should get and does get, when the 
whole structure of rates is included, should be adequate compensation 
for a mail service which the Government provides as a monopoly, and 
which users of the mail must use. I do not know what the point is. 

Mr. Cerperserc. First, I want to say I enjoy your magazine. I 
think it is an excellent magazine. 

Mr. Cote. I am glad to hear that. You said that to me last year. 
I am delighted that you still do. 

Mr. Crperperc. I read it consistently, although I do not subscribe. 
I buy it on the newstands. 

Mr, Core. I am delighted. 

Mr. Crperserc. How much of that is public service and how much 
is private service to your company in the way of corporate profits and 
so forth? 

Mr. Cote. Are you asking me what our profits are ? 

Mr. Creperserc. I mean how much do you think should be charged 
as a private service to you as a user of the mail? What percentage? 

Mr. Core. You are talking about second-class rates ? 

Mr. Creperserc. I am talking about Reader’s Digest. 

Mr. Core. I say that if there is justification for the low rates for 
reading material that the Congress maintained for nearly a hun- 
dred years, on the assumption that periodicals supply a continuing 
contribution to education, then the question is how much is that worth ? 
In any event there is no subsidy whatsoever to us. The subsidy, if any, 
is to the individual who might have to pay 50 cents or 75 cents more 
if you treble or quadruple the postage rates. 

Mr. Ceperserc. That is a matter of opinion. How much is it worth 
to you as a private organization in busmess for profit? You are not 
publishing that magazine as a public service. 

Mr. Cote. No, sir. 

Mr. Ceperserc. You are publishing it for a profit. 

Mr. Cots. And I do not think it is a disgrace in the United States. 
Do you? 

Mr. Creperserc. No; that is wonderful. That is good. However, 
how much of it is private interest and how much is public service? 

Mr. Cotz. You mean you want me to appraise the educational value 
of the Digest to the public. 

One, I am not a good one to do that, because I would overappraise 
it. I do not think anybody could properly appraise it anyhow. How 
can I say that it is worth 50 cents to spaisbodiy on a public-service 
basis, or 25 cents, or 10 cents? I cannot do that. 

Mr. CrperserG. You can appraise the degree of the private value 
that you receive as a publishing company in terms of profits and so 
forth. 

Mr. Corr. I can only comment on that this way. The magazine- 
publishing industry as a whole for the last 15 years has been a rela- 
tively low profit industry; the Reader’s Digest is not an exception. 
However, we have never come here and said that we could not pay the 
postage rates that you decide to put into effect. 

The Cuamman. You have had some very prosperous years. 

Mr. Core. That is right. 
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The Carman. You paid some very fine bonuses to some of the 
individuals in your company. It is a closed corporation; is that not 
correct? Mr. and Mrs. Waters probably own all of the stock? 

Mr. Core. No. 

The Cuamman. The controlling stock, then. They did own it 
all at one time. 

Mr. Cote. That is right; but they don’t. It is owned by, to a 
considerable extent, a foundation; and the money goes to educational 
institutions and elsewhere, and more of it going all the time, but I do 
not think that who owns the Digest is pertinent to this hearing. 

Mr. Ceperserc. I think profits to publishing companies have a 
direct bearing on it. 

Mr. Corz. I would say this: That there would be a subsidy to pub- 
lishers in low second-class rates if the indications were that the pub- 
lishers made inordinate profits. What is an inordinate profit? Is 
3 percent net on the gross reasonable for a publishing business? I ask 
you. 

Mr. Creperserc. You have to go beyond that and check how you 
arrived at the 3-percent net. 

Mr. Coxe. That is right. 

Mr. Crperserac. You can say 3 percent net or 4 percent net. You 
know you can make a 1 percent net and have a lot of people in the 
organization doing very well. 

Mr. Cote. Big businesses are operated on a sensible basis and they 
pay people what they have to to do the work. You would agree with 
that ¢ 

Mr. Ceperserc. Yes, sir. 

Mr. Coz. Ours is not a small business, and we do not pay people 
money that we do not feel is necessary for the service rendered. 

Mr. CreperBerc. I happen to know that one of the large publishing 
companies, that publishes several magazines, sent a letter to the stock- 
holder saying it had the best year they ever had and the amount per 
share is tremendously higher. 

Mr. Coxe. I saw that. They are in the oil business, too, as you 
may have noticed. 

Mr. Ceperserc. The part that was in the oil business was excluded 
in the amount shown in profits. 

Mr. Cote. It was not the year before. 

Mr. Crperserc. They did that much better. 

Mr. Corx. If they were in the oil business entirely instead of the 
oan on business, they would be doing much better. So would we 
all. 

The CHatrMan. Suppose we let Mr. Cole read his statement, and 
then he will come back tomorrow for questioning by all the committee. 

Mr. Corserr. Mr, Chairman, might we have an idea of the program 
tomorrow? We have about three different people scheduled; do we 
not? I was just wondering how we are going to work this. 

The Crairman. We have five scheduled for tomorrow. We will 
just have to continue with Mr. Cole until he completes his testimony. 

Mr. Core. Suppose I try to finish this before that bell rings. Is 
that when this thing ends? 

The Cuairman. Yes, sir. 

Mr. Core. All right. 
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The post office operation is so large that a reduction of only 10 
percent in its cost would reduce the annual postal deficit by $300 
million—50 percent. A 5-percent reduction in expense would reduce 
it by 25 percent. 

As taxpayers and as buyers of several million dollars’ worth of 
postal service a year, we hope this committee will get the most reliable 
information as to the possibilities of lower cost in the post office at 
the same time that you are considering large increases in rates. 

Have we the right as taxpayers and large ‘buy ers of postal service to 
ask this Congress not to force us to pay rates which would, to a degree, 
be unnecessary if the post office were operated as efficiently as com- 
parable businesses are ? 

At a recent House Appropriations Committee hearing, Mr. Canfield 
asked Mr. Gray, of the post office, the following: 

Mr. CANFIELD. Mr. Gray, every now and then we read in the press of the use 
of some foreign device in connection with efforts to expedite the treatment 
and delivery of mail. Would you say today our research and engineering 
division of the Post Office Department is abreast of these world developments? 

Mr. Gray. We are not abreast of them. We have two of their machines, the 
Dutch machine and the Belgian machine, on order to experiment with these. 
However, they will not accomplish our ultimate aim because of the limited 
number of separations that the foreign equipment will make. They have up to 
500 destinations they can sort to. Our Chicago office tells us they have 5,600, 
so we must go beyond the foreign concept. The Bureau of Standards is actively 
involved in that research project now. 


Then Mr. Canfield asks: 


You are touching upon a point that I am trying to develop, and that is this, 


The Cuamman. What page are you on? 

Mr. Corr. I have it here. I will add it. 

Mr. Rees. That is outside of this. 

Mr. Corer. I will give you this. It will take a half a minute. 

The Cuarrman. All right. I was wandering around here trying to 
find out where you are reading. 

Mr. Cote (reading) : 

You are touching upon a point that I am trying to develop, and that is this: 
Our country should be far ahead of any other country in the world because 
we have $3 billion a year operation here, and no other country approximates 
anything like that. I am just wondering if we are leading the world, so to speak, 
I hope we are. I know we were not some years back. 

Mr. Gray. We are not presently, but our concept goes far beyond theirs. Our 
present program will take us far beyond their automation. 

Now, we are not there now, and I quote that to give some verifica- 
tion to the statement that in our opinion the chance to bring about 
reduced costs is worth looking into. 

We do not believe that we are the only citizens and taxpayers who 
now think that if possible, Government expenses should be reduced. 
Many people seem to consider that a good idea. The post office is the 
biggest of Government businesses with the exception of the Defense 
Department—and the post office is not only Government business but it 
is a Government monopoly providing an essential service which may 
not be obtained from any one but the Government. 

If the post office continues to be run on as high cost and inefficient 
a basis as it is now, and without further regulation during periods 
of inflation such as we have had in recent years, and if rates are in- 
creased continuously to offset these costs there may be some point 
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where businesses that are completely dependent on the United States 
Post Office may not be able to continue to operate. 

We appeal to you, the only Government authority to whom we can 
appeal to make that eventuality unlikely. 

I am sure this committee is fully aware of the fact that the present 
postal deficit was built up during the inflationary period from the end 
of the war to date. 

Prior to the end of the war and including the year 1946 the post 
office budget was in approximate balance, in spite of its high cost 
of operation. Since 1946 there has been no increase in first-class rates. 
But there has been a 30 percent increase in second-class rates, an in- 
crease of 50 percent in third-class rates, and about 200 percent in the 
fourth-class book rate. 

The bill that you have before you for consideration would result in a 
total increase above the 1946 rates of 3314 percent for first class; 
108 percent for second class; 150 percent for third class, and over 200 
percent for fourth-class book postage. 

As large users of all classes of mail, we are of the opinion that even 
if there is to be no reduction in the high cost of operation of the post 
office the amazingly high increases proposed in second-, third-, and 
fourth-class rates cannot be justified. 

Since 1946 the overall cost of handling a piece of mail in the post 
office has increased by 54 percent. Since that time the cost of handling 
a pound of mail has increased by 70 percent. Why, if the cost per 
piece has gone up by only 54 percent and the cost per pound 70 per- 
cent, is it necessary to increase rates of second-class mail 108 percent; 
third class 150 percent; and the book rate 200 percent ? 

The only possible excuse for such drastic increases is a decision 
that you will radically HE postal rate policies and disregard 
the long-established relationship between the various mail classes. 
‘That relationship has existed for many years and many businesses have 
been catbbiiahed: andl investments made on the assumption that it 
would continue. 

I am not going to waste your time with further discussion about 
whether first-class mail makes a profit or that second and third does 
not based on cost ascertainment figures. 

Everyone concerned now agrees that the cost ascertainment figures 
should not be used as the basis for making rates. Early this year be- 
fore the House Appropriations Committee, Maurice Stans said that— 

Cost ascertainment never was designed for the purpose of fixing postage 
rates. * * 

Mr. Creretia. Mr. Cole, it may have been inadvertence, but you 
skipped some of your statement. 

Mr. Core. Because I do not want it in the testimony. Is that all 
right? Is that my privilege? 

Mr. Crere.ia. Mr. Cole, I hate to have to make this statement, be- 
sause you are from my State. However, we are trying to get facts 
here, and I do not think it is within the province of any witness to 
deliberately abuse members of this committee. 

Mr. Cotz. Am I doing that? 

Mr. Crerecia. And I believe that you are trying to abuse us. 


Mr. Cotz. Oh, no. 
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Mr. Crete.ia. I have read this statement, and I wondered why you 
had omitted it. 

Mr. Core. I omitted it because I thought it was controversial and I 
decided this morning to take it out, and I could not get copies of my 
statement back. 

Mr. Creretia. It is very controversial and on that point now I 
wonder if I might ask you this question: With respect to this article 
that you say is going to appear in the May issue of Reader’s Digest 
and in line with what you have omitted deliberately in your testi- 
mony, does the article reflect the thinking and the views of the Reader’s 
Digest Association ¢ 

Mr. Cotx. It reflects the views of the editors of the Reader’s Digest 
or it would not be published. Nothing is published in the magazine 
that does not reflect their views. 

Mr. Crpersere. Will the Post Office Department be given an oppor- 
tunity to reply through your medium, which is a public service? 

Mr. Corz. I do not know whether they will or not. It all depends 
on what they have to say. 

Mr. Ceperserc. Do you think they should? 

Mr. Corr. It all depends on what they have to say. It all depends 
on whether our editors think the things that the Post Office would like 
to propose for printing in the Digest are things that the readers of the 
Digest would want to read. 

Mr. Ceperserc. That is a private service then, not a public service. 
That is a private determination as to what your readers want to read. 

Mr. Coxe. Is there any other basis on which an editor can operate 4 

Mr. Ceperserc. No, probably not, but that is an element of private 
determination which I think is worth something to your magazine. 

Mr. Corx. I do not know how an editor could operate except on his 
judgment as to what the readers would want to read. 

Mr. Jonansen. I think the gentleman answered your question as 
to whether they would print the Post Office Department answer. The 
gentleman said that the Reader’s Digest only prints that which it 
approves, if I understood his statement correctly. 

Mr. Core. That is right. Would you think we should print things 
we do not approve? We print controversial views constantly. There 
is a question, I would say, of interpretation of the phrase. We con- 
stantly print one side of a question and then the other side of a question 
and have for many years. If you read the magazine I think you will 
agree with that, 

Mr. Creperpere. Yes. 

Mr. Corr. We have made no decision that we will not print the 
Post Office point of view. I said that the question of whether we 
printed it or not would depend entirely on whether the editors felt 
that it was something that the readers would be interested in reading. 
Their judgment, which is exercised every month, determines what 
goes in. 

Mr. Jomansen, I will say I am partially reassured by that. 

Mr. Corx. All right, sir. Iam glad you are. 

The Cratrman. How long has the author or writer of this article 
been working on it? 

Mr. Corr. I should say he has been working on it for 3 or 4 months. 

The Crarrman. How long has he been with the Reader’s Digest ? 

Mr. Cor. Several years. 
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The Cuairman. What is his name again? It is a name I cannot 
pronounce. sows lay ; 

Mr. Cote. Wolfgang, W-o-l-f-g-a-n-g is his first name, and his last 
name is Langewiesche, L-a-n-g-e-w-i-e-s-c-h-e, and he is a very good 
writer. I think he is a Swiss by origin, an American citizen as of 
now, and a very, very good writer. 

Mr. Crperserc. Being a good writer does not necessarily make 
him an expert on the Post Office Department. 

Mr. Coz. He is not the expert on the Post Office. The research 
department, the editors of the Digest, who have the material checked, 
and it was checked very carefully by the research department, and 
that is the basis on which——— 

Mr. Creperserc. Did you check it with the Post Office Department 
officials? Did you check the facts? 

Mr. Corr. I think a lot of material came from the Post Office 
Department. A great deal of it did. 

The CuairmMan. The Post Office Department gave them every co- 
operation, did it not? 

Mr. Corr, That is right. 

The Cuarrman. In requesting the material. 

Mr. Cote. That is right. But do they not have to cooperate with 
every representative avenue of information ? 

The Caamenian Certainly. The Department did that. They 
always do. 

Mr. Coz. They always do. 

The Cuarrman. And accorded this writer every courtesy. 

Mr. Corz. That is right. 

The Cuatrman. Certainly they did. 

Mr. Coz, Certainly they did. I did not say otherwise, 

Can I summarize this? 

Mr. Corserr. I would like to make a statement, Mr. Cole. I have 
not read this particular article that is under question and I am going 
to be very anxious to, but I have for a long, long time been hoping 
that some of the newspapers and magazines would get into the sub- 
ject of explaining rates and rate policies to the public. Regardless 
of the merits of the rate bill before us or any rate bill which is 
eventually passed, there is going to be something other than a break- 
even rate established, and I think the American people ought to know 
why, for example, second class is carried at a certain percentage, third 
class carried at a certain percentage, and why first class should pay 
perhaps a little more, and I think these articles should continue, not 
all in a critical nature, but in an explanatory way. 

The Cuatrman. This article does not discuss postal rates. 

Mr. Corserr. I am trying to write a series of articles here for 
Reader’s Digest. 

Mr. Corr. We pay well, Mr. Corbett. 

Mr. Corsetr. I believe in a country such as ours we do have to 
hammer out the truth on the anvil of debate and we have been for 
the last 10 years as a people just getting one side of this story, and 
I have complained, sind fussed, and fumed with everybody that uses 
second-class mail. They come in here and ask us to hold the line, 
and they do not explain to the public where the line ought to be. 

Mr. Corr. I think it isa good point. I will pass it on to our editors. 
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The CaatrmMan. Will you summarize now, Mr. Cole? 

Mr. Coz. In conclusion, we respectfully submit the following 
suggestions : 

1. Deduct the costs of the many services renderd to the public by 
the Post Office that should not be included when considering revision 
of rates. 

2. To speed the day when there will be “better practices, policies, 
and methods that will gradually eliminate the postal deficit and at 
the same time give the “public better mail service” asked for by the 
House Appropriations Committee, we urge you to set up a regulatory 
board to continually examine and report to Congress on Post. Office 
efficiency and stop permitting the Post Office to operate as the only 
ater ean monopoly in the United States. 

Do not give the Post Office as large increases in all rates as they 
ok just because they are able to prove to you that their costs are 
greater than their Cntend income. We suggest that if you do, they 
will be back here year after year with requests for even higher rates 
which the people w ill have to pay. 

Should not the Post Office really be expected to reduce costs and 
thereby reduce their deficit to some degree ? 

4. Change present accounting proc cedures as they affect capital 
expenditures for improvement, including buildings and equipment 
and substitute instead a system such as is generally used by means of 
which capital expenditures are amortized over their useful life. 

Affirm the long-established Government policy of low postage 
rates for magazines and newspapers because of the contribution which 
seis -priced periodical literature makes to continuing education and 
wide communication of ideas to all classes of the public. 

I want to take this opportunity to pay public tribute to the men 
and women in the Post Office with whom we have continuous con- 
tacts. In our judgment they are as fine a group of dedicated public 
servants as could be found anywhere. 

I hope very much that you will not put into effect the very high 

ates proposed for some classes of mail. If you do I believe you will 
do a great disservice to a sizable segment of American business en- 
gaged in the newspaper, magazine, and book publishing ' business. 

If you do you will surely force further large increases in prices that 
may be resented by the millions of people to whom the *v will be passed 
on. 

You may cause some unemployment, bring about some reduction 
in tax revenues and some reduced volume to the Post Office which will 
probably tend to increase their deficit rather than reduce it, and I 
know you do not want to do any of these things. 

Lastly, if you approve these very large rate increases you may 
actually slow up rather than speed up the reduction in cost of opera- 
ting the Post. Office which the public would probably welcome in these 
days of high prices, high taxes necessitated by spending in the many 
departments of government. 

Thank you for your interest. 

The CuHamman. Thank you, Mr. Cole. That concludes your state- 
ment. You will be back tomorrow morning at 10 o'clock for ques- 
tioning by members of the committee. 

The hearing will stand adjourned until 10 a. m. tomorrow morning. 

(Thereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 10 a.m., Wednesday, April 3, 1957.) 
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Houses oF REPRESENTATIVES, 
Commitrree ON Post Orrice AnD Crvit SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuatrman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. 

This morning the committee has the pleasure of welcoming back an 
old colleague of ours from the great State of Lowa, who has now gone 
to the other body and is serving there with much distinction. We will 
bs glad to hear from United States Senator Thomas E. Martin, of 
Lowa. 


STATEMENT OF HON. THOMAS E. MARTIN, A UNITED STATES 
SENATOR FROM THE STATE OF IOWA 


Senator Marrix. Thank you, Mr. Chairman and members of the 
committee. 

I welcome the opportunity to come before your committee in behalf 
of the legislation you have under consideration, H. R, 5836, to read- 
just postal rates, and to make a brief statement regarding my own 
examination of the attitude of the people in my State on this prob- 
lem or proposition. You will recall I appeared here a year ago in 
the same capacity. 

The Cuamman. That is correct. 

Senator Martin. I will not undertake to discuss the various fea- 
tures of the proposed legislation, because you have many highly quali- 
fied witnesses in that field. However, I do want to pay this commit- 
tee a real sincere compliment on your devotion to your work. In my 
opinion you are one of the great committees of the Congress, and I 
admire the work you are doing. I know the older members of the 
committee very well personally from our long association in past years. 
I know the quality of your committee and I want to express my high 
appraisal of your membership and of your work. 

sefore I give you the report on my questionnaire to the people of 
Towa I will mention that the Gallup poll which was published March 
’ showed that the people polled by Dr. Gallup’s organization favored 
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the raising of first-class mail to 4 cents by 49 to 46 percent; and no 
opinion, 5 percent. That is strikingly in agreement with the poll 
I took in the State of Iowa. The questionaire I send out each year 
is sent to a mailing list that is designed to get the grassroots opinion 
without regard to political affiliation or economic status or any other 

qualification in my poll of the householders. I have acquired all the 
rural directories for the 99 counties of Iowa. Each county has its 
rural directory that I have located and acquired. I have acquired 
all the city directories of al] the cities that have city directories, and 
for those towns not having city directories I have, through the co- 
operation of the various telephone companies serving the State of 
Iowa, acquired more than 99 percent of the telephone books for the 
State of Lowa. 

My staff addresses the questionnaire to every 20th name in the direc- 
tories of householders and to every 20th name in the telephone books, 
and when we use the same director y 2 years in in succession we take 
the names next following those checked the previous years. 

We have always checked the name and address so that the next year 
we take the next name down the list. Therefore, we do not overlap 
in that regard. 

That is not the only poll I take. I also send out my questionnaire 
to selected mailing lists, and, although I got 6,256 replies from my 
selected mailing lists, I announced ahead of time that I would not 

tabulate those because I did not want to destroy the true grassroots 
value of my major questionnaire tabulation. 

From the poll of householders I received a total of 8,312 replies 
within the 4 weeks’ time I announced that I would accept them for 
tabulation. That number came from the following categories: 

Farmers, 2,035; labor, 742; business, 607; professional, 465: white 
collar, 544; women’s ballots, 3,486; and then miscellaneous, that could 
not be classified in any of those groups, 433. 

The endorsement of the adjustment of postal] rates varied in these 
different classifications. I will not give the figures of the number of 
ballots. I will, if you desire, leave with you additional copies of the 
tabulated returns, enough for each member of the committee. I have 
already mailed them to each Member of the House and Senate, but 1 
thought per haps you would want copies of the tabulation for your 
personal examination in connection with your work in this committee. 

The Cuarrman. Thank you, Senator. We will be glad to have them. 

Senator Martin. The question on postal rates I had on the ques- 
tionnaire is question No. 27. I should report in the first place that 


the question I gave them was: 
Do you favor an increase in postal rates to meet the Postal Department deficit 
and to provide better post office buildings and equipment where needed? 


The endorsement of the white-collar class was the highest. 68.25 
percent voted “Yes,” and the professional group next with 66.29 per- 
cent. The labor group came next with 62.31 percent, business group 
next with 58.76 percent, and the miscellaneous group next with 52.22 
percent. The next group in order was the farmer group at 47.88 per- 
cent. The women registered 47.20 percent. Those are the percentages 
by groups and the total overall aver aged 52.3 percent approval. That 
is lower than the endorsement 1 year ago. Last year when I appeared 
before you I reported then the 1956 poll, which was statew kde also 
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and on the same basis I have just described, stood at 59.33 percent 
approval. The general total was pulled down a bit this year because 
the number of replies I had from women this year was exceedingly 
large and they voted, as I told you, 47.2 percent in favor, and slightly 
more than 50 percent against. Their large number of ballots was an 
indication of their desire to join in on this questionnaire of mine. 

This is the first year I have sent out a special women’s ballot. The 
women’s ballot was enclosed with the householder ballot, addressed 
to the wife or the nearest female relative of the householder, the ques- 
tions were identical with those on my householder questionnaire except 
they were addressed to the women and enclosed with the householder 
ballot, and the response—this year is the first time I have had the 
women on the ballot—was exceedingly encouraging. 

I am very glad to have that large response. Their percentage did 
pull the general average down to 52.3 percent. Their actual vote was 
47.2 percent in favor and slightly over 50 percent opposed. That is 
the report from the grassroots of the State of Iowa. _ Please note that 
more people answered the postal-rate question than any other question 
of the 36 asked in my questionnaire. 

I am glad to bring you that information and leave you additional 
copies of the questionnaire. I want to thank you sincerely for the 
privilege of coming before you again this year and to commend you 
on the good work you are doing on this committee. 

The CHatrman. Thank you. I believe you are a member of the 
Senate Post Office and Civil Service Committee, are you not? 

Senator Martin. I am. I am vitally interested in the problems 
you have before you. 

The Cuairman. Are there any questions ? 

Mr. Rees. We appreciate your presence here this morning as well 
as the information you provided the committee. 

Mr. Ceperserc. I am vitally interested in the problems you don’t 
have before you over in the Senate. We wish that you would have 
them before you. 

Senator Martin. I am glad that you are interested in that. 

Mr. JoHANSEN. I think it ought to be said for the record that I am 
certain that if the distinguished Senator’s wishes were to prevail it 
would be before his committee. 

Senator Martrn. I believe it is generally known I am in favor of the 

vostal-rate increase. I would like to see things done in the Post Office 

Tepattinant that need to be done. In addition to meeting the defict 
as far as possible and in addition to improving our facilities, our 
buildings, and equipment, there is the matter of taking care of per- 
sonnel. 

Inflation has its toll on their income. I feel deeply about the mat- 
ter of the need for a postal-rate adjustment, but since you have other 
witnesses, aside from my personal feeling in the matter, which is a 
matter of public information, I believe I had better leave the merits 
of the case to be discussed by me more in my own committee than over 
here. 

Mr. Porter. Mr. Chairman. 

The CuatrMan. Mr. Porter. 

Mr. Porter. I apologize to the Senator for being late, but I would 
like to ask you, do your findings here—and I have read them over but 
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have not been able to find it—favor an increase in the first-class rate / 

Senator Martin. The question was not for an increase in the first- 
class rate. 

Mr. Porrer. I read the ones here generally. 

Senator Marrin. That one question, 27, is the only question on 
postal rates. 

Mr. Porrrer. Do you personally favor an increase in the first-class 
rates ¢ 

Senator Marin. I do. 

Mr. Porrer. Do you think that the people who answered this ques- 
tionnaire favor an increase in first-class rates 

Senator Marri. I would be a little presumptuous to try to break 
down their answers for first-, second-, third-, and fourth-class mail, 
because I did not provide such division in any question and it would 
not be fair for me to attempt to break it down for them. I asked the 
same question identically a year ago so that I there had no clue as to 
the difference in the different rates for the different classes of mail. I 
cannot put words in their mouths, you understand. 

Mr. Porrer. I recognize that. Do you have an opinion, if not a 
conviction, that these people who use first-class would be willing to pay 
more than their share in order to make up the deficit for sec ond- and 
third-class mail # 

Senator Martin. I cannot answer that from my own questionnaire, 
but I did, possibly just before you came in, quote the Gallup Poll 
published March : 3, which is a national poll, in which the question was 
posed as to raising first-class mail to 4 cents, and 49 percent an- 
swered favorably ; opposed 46 percent, and 5 percent no opinion. 

Mr. Porrer. Senator, my point was if they knew that they were 
being asked to pay more than their fair share in order to make up the 
deficit for the other two classes of mail would they then favor the in- 
crease, not. would they sit still for it, but would they favor it as a fair 
increase if they knew they were making up the deficit of other classes. 

Senator Martin. I believe the committees of both House and Senate 
have the obligation to examine that one very thoroughly. I would 
not want to make any flat statement as between the classes of mail or 
the particular rate for each class. I think that is a matter that re- 
quires much more thorough study before I reach any final conclusion 
in my own mind. I am purposely holding that question open in my 
own mind. I think it is deserving of very thorough study before we 
commit ourselves on these committees to the actus ul rate for any par- 
ticular class of mail. 

Mr. Porrer. Thank you very much. 

Mr. Hempuity. May Lask the gentleman a question / 

The Cuatrman. Mr. Hemphill. 

Mr. Hemrnit. I thank you for coming. I am sorry I am a little 
bit late. I had another committee hearing. The statement you gave 
to us is the same statement you put in the C ongressional Record under 
date of March 19. 

Senator Martin. Except that I changed the explanatory column a 
little. 

Mr. Hempuityi. However, the figures given to us are the same‘ 

Senator Martin. What I have given you are the reprints which will 
be in the permanent record. I did revise my explanatory remarks. 
The data given in there is exactly the same. 
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Mr. Hempuixti. Do you attach any particular significance to the 
fact that when you broke down question 27 there were more farmers 
against the rate increase than there were for the rate increase ? 

Senator Martin. The farmer group has been on the 50-50 line 
throughout all the years I have run this poll. A year ago their per- 
centage stood at 50.09 percent. This year it stood at 47.88 percent. 

Mr. Hemruiiy. Would you say that change is due to the economic 
conditions of the farmer ? 

Senator Martin. Yes; I believe the farmers are suffering enough 
in the adverse conditions of the market for their products to affect 
their vote in this poll. 

Mr. Hemrutiy. It is a matter of concern to all of us that farmers 
of this Nation are suffering and continuing to suffer each year. 

Senator Martin. They are and you are right. 

Mr. Hemeuitn. Would you think that that expression of opinion 
from the farmers would indicate that the farmers do not want any 
increase in any more of the prices of anything they have to buy or use? 

Senator Martin. You are right on that. 

Mr. Hemreuiue. Sir, you broke down question 27 into the women’s 
vote. Tassume that that wasa housew ife vote. 

Senator Martin. The woman’s questionnaire was addressed to the 
wife or the nearest female relative of the householder. The women’s 
ballot was not addressed toa name. The householders were all ad- 
dressed by name. ‘This was not a boxholder distribution. This was 
directed to the householder by name and then the woman ballot was 
enclosed, as I said, for the wife or the nearest female relative. Some 
of the householders are women and quite a number, not a high per- 
centage, but quite a few, voted as householders and reported their oc- 
cupation. If they in answering the householder’s ballot listed their 
occupation they went in that occupation, but the women who an- 
swered on the woman’s ballot were all classified in the women’s col- 
umn. Most of them were housewives. 

Mr. Hemrnuius. Would you think that the fact that the poll of the 
women indicated the women were against a postal rate increase by 
your numerical figures here of 1752 and 1566 would indicate a protest 
on the part of the women against the increasing high cost of living? 

Senator Martin. It could. I would make no attempt to read into 
it too firm a conclusion at all. That is not the purpose of my present- 
ing this data to Congress. I would rather not editorialize to develop 
conclusions based on the data I have given you. I would rather have 
you do that. 

Mr. Hemenitti. I think you are more than fair. I might ask you 
this: You told another member of the committee that you were definite- 
ly in favor of a postal rate increase and you are a member of the Post 
Office Committee in the Senate. Are you aware of the calculations 
made by the post office for 1955 as to the estimated annual revenues and 
costs of certain selected magazines such as National Geographic, Good 
Housekeeping, Saturday Evening Post, and soon? Did: you have that 
before your committee ? 

Senator Martin. Yes. 

Mr. Hempuity. I might just call out some figures here. 

For example. for National Geographic the revenue was $486,000 
and the cost $1,821,000; Life, revenue, $7,485. 000, and cost, $16,979,000: 
and Reader’s Digest, revenue, $1,082,000, cost, $5,891,000. 
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What do you think should be done about that, sir? 

Senator Marrrn. I would read Mr. Stan’s analysis very carefully 
and then ponder it at considerable length. He gave a very fine distinc- 
tion there on the matter of class of service rendered for the various 
classes of mail. I was impressed by his statement and analysis. As 
you may know, I placed it in the Congressional Record. 

Mr. Hempnuiiu. I remember that vou did. 

Senator Martrn. I intend to study that most carefully and the testi- 
mony most carefully. You can find my own statements of a year ago 
in the hearings of my own committee with regard to some of the testi- 
mony, but I would rather not at this point expound on my views be- 
tween the classes of mail or the exact rates. I believe I owe it to the 
various classes of mail and to the public also to make a full and com- 
plete study before reaching any final decision in exact figures within 
the classes or between the classes. I think I should be spared that at 
this moment because I look forward to thorough preparation before 
reaching a final conclusion. I have closed my mind on one point and 
that is that we do need a rate increase and need it seriously. 

Mr. Hemeniw. As I understand it, sir, you have not closed your 
mind on the point of where we need the rate increase. 

Senator Martin. That is exactly right. I will study that as carefully 
as it is within my power to do so and I want to praise you in this 
committee very publicly for the time and care that you are giving in 
your study and analysis of this problem. I admire what you are doing 
very very much. 

Mr. Lestnsxr. Mr. Chairman. 

The CHarrMan. Mr. Lesinski. 

Mr. Lestnsx1. Senator, I am glad you came before us because I 
think the knowledge of the other side helps us to decide here. 

There is one question I would like to propound, and that is, as 
you know, first-class mail costs 3 cents. Some mail costs only one- 
eighth of a cent to mail. A magazine can be sent for 1 cent or—it de- 
pends on weight and distance—for three and a half to 4.6 or even more. 
On the average a mailed letter with advertising, third class, or what- 
ever it might ‘be, costs roughly 2 cents or two and a half and first class 
2.9 to handle. There is mail that costs less to handle like third class, 
which is already prefaced, and so forth, meaning that there is not 
the labor involved, so is it not correct to state that it costs the Depart- 
ment approximately one and a half cents per copy of mail to be sent 
through the mail and that we should look at it not because rates should 
be increased but where should they be increased in each specific seg- 
ment of first, second, and third? Is that what you are driving at, 
sir? 

Senator Martin. My position is that we have to make a determined 
effort to approach balancing the costs with revenues, though not neces- 
sarily 100 percent. That is basic. 

Mr. Lestnsxt. I concur. 

Senator Martin. Where to distribute that I think could only be de- 
cided after you have made your thorough study and not ahead of time. 

Mr. Lestnskt. As an example, it takes one-eighth of a cent to mail a 
piece of literature through the mail. It actually costs about a cent and 
a half to 2 cents. Should that not be increased? That is where the 
big loss is at. 
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Senator Martin. I believe you should spare me that type of question 
at this time. I would love to discuss that after we have closed our 
hearings. 

Mr. Lesinsk1. I do not want to put you on the spot, but my first 
question was this, which I want to repeat: You want increased postage 

rates, but should we not before we decide to increase postage rates, go 
through every segment of first, second, and third, and evaluate each 
portion of them according to their service, according to their costs, 
and according to what they are paying today? Is that correct? 

Senator Marri. That is right and then when you come to weigh 
out the amount charged to each class, bear in mind the quality of 
service extended to that class as one of the factors to be considered. 
If you will qualify it to that extent then we can get together on a 
decision all right. 

The Cuatrman. Thank you very much, Senator. 

Senator Marrimx. Thank you, Mr. Chairman, indeed. I appreciate 
it. 

The Cuatrman. Mr, A. L. Cole, representing the Reader’s Digest 
Association, will resume the stand. 


STATEMENT OF A. L. COLE, GENERAL BUSINESS MANAGER, THE 
READER’S DIGEST, PLEASANTVILLE, N. Y.—Resumed 


Mr. Jouansen. Mr. Chairman. 

The CuairMan. Mr. Johansen. 

Mr. JouansENn. Before the general questioning starts, I would like 
to make a brief statement and then ask Mr. Cole two or three questions. 

There seems to be some concern in view of the exchange yesterday 
that. the integrity of Mr. Cole was being impugned. I would like to 
make very ¢ lear for the record that I am raising just one question, Mr, 
Cole, with respect to the Reader’s Digest appearances before this com- 
mittee and with respect to their relations with the Congress. The only 
thing that I am calling in question is the perreient type of approach 
that it seems to me has been made, and I felt was being made yester- 
day, and I am still concerned in the matter of dealing “with the com- 
mittee and with the Members of Congress. 

I am concerned over what seems to me—and I want to be completely 
fair—is a persistent approach by Reader’s Digest which makes it ex- 
tremely difficult, if not impossible, to weight dispassionately, and in a 
manner fair to the witnesses themselves and to the legitimate interests 
they represent, the testimony, and the viewpoints, and the arguments 
presented. Because of that concern and as a means of indicating the 
basis of the concern, I want to call attention to a mailing that was 
made last year—and I would be interested to know to how many Mem- 
bers of Congress it was made to besides me—of a brochure which lists 
the circulation of Reader’s Digest by States, counties, and cities which 
was accompanied by a letter from Mr. Willard R. Espy of the public 
relations department of Reader’s Digest. I will be glad to place this 
letter in the record, as I did last year in the Congressional Record, 
and I would like to read just the opening sentence : 

My DEAR CONGRESSMAN JOHANSEN: When one of our good friends in Congress 


saw the figures in the booklet herewith, his comment was: “The people who buy 
the Digest are enough to swing every election that will be held this fall.” 
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In putting that in the record, I made the statement, among others, 
and I will be glad, with the chairman’s permission, to do so in the com- 
mittee hearings, that— 

I find it difficult to interpret the association of ideas, that is, the discussion 
of the circulation and the references made subsequently in the letter, to the 
rate hearings and the issue pending before Congress. I find it difficult to interpret 
the association of ideas as anything other than a crude and inept attempt at 
pressure tactics. 

Subsequently, I received a letter from Mr. Espy which I would like 

{| P: 
to place in the committee’s record, and it is very brief and I would 
like to read it: 


Deak Mr. JOHANSEN: I was shocked to read the comments you made about the 
Digest on the floor of the House last Friday. It is almost impossible to believe 
that you could put so completely unfounded an interpretation on my letter to you, 
and I can only assume that in the heat of battle your usual good judgment 
deserted you. 

I am simply concerned, and I am a very firm believer in the right 
of petition to redress a grievance. I believe that right includes the 
right of any citizen to tell a C ongressman, or any group of citizens, 
that they are going to oppose him in an election if he takes a certain 
position. I have no quarrel with that. 

However, I can think of certain issues which were before Congress 
last year which later became a subject of profound inv estigation in 
the other body, I believe, that if a statement of the type I have quoted 
had been disclosed as coming from the natural gas producers, I think 
it would have added to the rather scandalous situation in that issue. 

I just want to make clear to you, sir, that there are certain types of 
pressure tactics to which I react. i want to make it clear to you that 
there are certain types of approaches which make it difficult for me 
to be fair and objective and I want to be fair to Reader’s Digest and 
to the representatives of any other group or organization, and par- 
ticularly Reader’s Digest because as a magazine T have a great respect 
for it. 

The matter that was discussed yesterday included the question of 
the origins of the article to appear and I would be interested, first of 
all, in your comments on the type of approach exemplified by the let- 
ter I quoted and then any comments that you might see fit ‘and that 
might be in order in the judgment of the chairma un Nee the ori- 
gins of this magazine article that is about to appeat 

(Documents : above referred to are as follows :) 


SpEEcH OF Hon. Aucust BE. JOHANSEN A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MICHIGAN 


Mr. Speaker, there has come to my desk a 138-page booklet prepared by Read- 
er’s Digest, listing detailed circulation data for that publication, broken down 
by States, counties, cities, and metropolitan areas. Perhaps other Members 
have also received this booklet. 

This is interesting information and unquestionably reflects the popularity of 
this generally excellent publication. I cannot speak in equally complimentary 
language with respect to the covering letter which accompanied this brochure. 

This letter, which obviously represents a lobbying effort with respect to the 
proposed postal rate increase now before the House Committee on Post Office and 
Civil Service, is signed by a Mr. Willard R. Espy of the public relations depart- 
ment of the Reader’s Digest. 

The opening paragraph of the letter is as follows: 

“When one of our good friends in Congress saw the figures in the booklet here- 
with his comment was, “The people who buy the Digest are enough to swing every 
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election that will be held this fall That is no doubt an exaggeration, but you 
may be surprised, as he was, to note the size of the Digest’s circulation in each 
State.” 

The letter proceeds to discuss the historic congressional policy of preferential 
postal rates for magazines and other publications, and states that “there is a 
direct connection between the Government’s postal policy and the public’s ability 
to stay well informed through good magazine reading.” 

And it closes with the very generous offer, “If you would like more information 
in this connection, we shall be glad to get it to you.” 

Now I have no objection to being advised by Reader’s Digest as to its remark- 
able circulation accomplishments. And I have no objection to being advised 
as to the views of its publishers on the proposed postal rate increase for second- 
class mail. 

But I must say in all candor that when the two items of information are pre- 
sented to me as a Member of Congress along with an oblique reference to the 
numerical capacity of readers of this magazine to swing “every election that will 
be held this fall,” I find it difficult to interpret the association of ideas as any- 
thing other than a crude and inept attempt at pressure tactics. 

Undoubtedly the 30,980 readers claimed for the Reader’s Digest in the Third 
Congressional District of Michigan are an adequate number to swing the election 
in that congressional district. I am convinced, however, that they are not going 
to swing the election on the basis of exempting Reader’s Digest from a reasonable 
increase in postage costs to help reduce the unconscionable postal deficit. 

I am particularly certain of this in view of the admission before our committee 
by a representative of the Reader’s Digest that if the proposed rate increase for 
second-class mail is voted by Congress—involving a maximum additional cost of 
41%, cents per year per subscriber—the annual subscription rate would probably 
be increased $1 or $1.20 a year per subscriber. Moreover, I am sure the voters 
of my district would be interested to know that Reader’s Digest pays 1 cent a 
copy for sending that publication through the mails, compared to 3 cents which 
the citizen pays for a first-class letter. 

In any event, I must say that the reference by the Reader’s Digest public rela- 
tions expert to the potential voting power of its readers in juxtaposition to its 
self-serving offer to enlighten Members of Congress on the postal-rate issue is 
not a medel example of either good public relations or good congressional 
relations. 

Under leave to extend my remarks, I include the full text of the letter from 
which I have quoted: 

THE READER’S DIGEST, 
Pleasantville, N. Y., April 19, 1956. 

My Drar CONGRESSMAN JOHANSEN: When one of our good friends in Congress 
saw the figures in the booklet herewith his comment was, “The people who buy 
the Digest are enough to swing every election that will be held this fall.” That 
is no doubt an exaggeration, but you may be surprised, as he was, to note the size 
of the Digest’s circulation in each State. 

More important than that, however, is the true, national coverage of the Digest. 
More than 10 million Americans buy the magazine each month, and nearly 4 times 
that many are estimated to read it. In no other magazine is it possible to address 
so many people at once. 

One reason for the Digest’s universal popularity is that it can be offered every- 
where at a price that people will pay, willingly and repeatedly, for it. 

The Digest and other magazines are the chief source of self-education avail- 
able to the American people. It is the reading we do after our schooling has 
ended—reading of technical and professional and business publications, of gen- 
eral and service and news magazines—that permits us to continue informally 
the education that was provided for us in our childhood and teens. 

Congress recognized this need to educate, and this opportunity to serve, when 
it created the preferential postal rates for second-class mail. If it was impertant 
to establish this national unifying force in the 19th century—when this pelicy 
was forged—then it is important to maintain it today. There is a direct connec- 
tion between the Government’s postal policy and the public’s ability to stay well 
informed through good magazine reading. 

If you would like more information on this connection, we shall be glad to 
get it to you. 

Cordially, 
WILLARD R. Espy, 
Public Relations Department. 
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Mr. Corz. I am glad that you asked these questions in the way you 
have. 

1. I think that I would have to say in relation to the letter from Mr. 
Espy—and Mr. Espy is no longer with the Reader’s Digest—that I 
think the record of the Reader’s Digest over a long period of years 
either the members of this committee or with any other committee of 
Congress shows no evidence whatsoever of political effort or political 
pressure to influence any legislation. I am sure that letter was not 
sent with that in mind. 

I do not know what is in the rest of the letter. You indicated there 
is other material in it. I do not remember the letter. I remember 
that the material was put together to show how many readers of the 
Digest there are in every community at the time we started to take 
adver tising. We published it to show everybody where all the readers 
of the Reader's Digest live. So far as the origin of the article is 
wegen ned, after the. questions raised here yesterday I did two things: 

I telephoned our managing editor, Alfred Dashiell, and I told 
him of the questions that had been asked. I received this telegram 
from him. y talked further with Hobart Lewis, who is one of our 
senior editors who has done the work in the last 3 or 4 years in rela- 
tion to articles having to do with the Post Office. 

I will read Mr. Dashiell’s telegram to me. It reads: 

Amazed that Post Office Department or anyone else has seen the Lange- 
wiesche article. I thought the mail sacred. 

Answering your question, you may certainly tell the committee that if the De- 
partment has any pertinent and important information which might be useful 
in another article we shall be glad to consider it. 

For additional information, we have published Langewiesche’s articles since 
1940, a total of 22 articles. He has written extensively on technical subjects. 

Won't have definite address for a few days. I asked for Langewiesche’s 
address. 

I telephoned to Hobart Lewis this morning. He is the senior 
editor who has done all of the work and has the responsibility for 
articles in this general field, and he said that the publication release 
date for the May issue of the Digest is April 23. He will see that 
every member of the committee that is interested gets a proof of this 
article or a copy of the magazine prior to that date, and that if the 
committee would like to ask any questions either about the material 
in the article, or the origin of the article, or the reasons for publishing 
the article, the Digest editors will be glad to answer those questions 
in writing. 

Here is the history of the article—and these notes I took down on 
the telephone this morning at 8:30. In September 1951 a man named 
Lester Walker wrote an article in Harpers about the Post Office en- 
titled, “So they’re redoing the Post Office.” 

Mr. Jonansen. Was that 1951? 

Mr. Cote. September 1951 Lester Walker published an article in 
Harper’s magazine entitled “So they’re redoing the Post Office.” The 
Reader’s Digest condensed and published that article. 

On October 25, 1953, a Digest writer named Albert Maisel was in- 
structed by Kenneth Payne, the executive editor of the Digest, to go 
to Washington and explore the new developments that were taking 
place in the Post Office Department about which there had been some 
publicity in the newspapers. The idea was for him to prepare an 
article for the Digest about those new developments. Maisel then 
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reported to Payne and Payne’s judgment at that time was that there 
was not enough information available about things that had actually 
been introduced and had been in operation long enough to be ap- 
praised to make an article on that subject. 

In June 1955—that is 2 years later—Donald Wharton, another Di- 
gest roving editor, wrote to the Digest editors asking permission to 
attempt to develop an article about the new things in the Post Office. 
He was told to go ahead and see what he could do. The judgment of 
Kenneth Payne at that time was that there wasn’t enough material 
available. He again thought the article should not be published. 

In February 1956, Blake Clark, a roving editor of the Reader’s 
Digest with an office in Washington, and who is the author of the 
article referred to here yesterday called “junk” mail—and the junk 
mail phrase referred to in the article was only about the mail that 
was dlicered to boxholders unaddressed and about samples of ma- 
terial that were sent to people without any request for it; it was not 
an article calling legitimate third-class mail “junk” mail—had been 
in Europe. When he returned he wrote a memorandum to Kenneth 
Payne, our executive editor, saying that he had seen mail-sorting 
machines in Holland and in Belgium, and that he would like to do 
an article about what was being done in Europe in that regard com- 
pared to what was being done in the United States. Our editorial 
department then knew that: Fortune magazine was developing an 
article about the Post Office which they thought would probably cover 
that subject and if it were available we would rather condense the 
Fortune article. 

When the Fortune article came out the article had more to do with 
the management of the Post Office—with personalities—and it was 
not our kind of an article. In the judgment of the Digest editors 
the article was not one suitable for condensation in the Digest. 

Then Kenneth Payne went back to Clark and said, “Let us have 
all the information you have on what you saw in Europe. I want to 
put somebody else on this to develop it further.” This was March 19, 
1956. 

Then a research man was assigned to the job of developing addi- 
tional material. He worked on it for a period of from July 1956 up 
through the end of this year. He turned in his full report based on 
everything he could learn about what was going on in Europe, and 
everything he could learn about what was going on here. That report 
then went to Mr. Wallace. Mr. Wallace’s opinion was that the ma- 
terial was not well enough written and it did not adequately cover 
the subject. He then assigned Langewiesche to the job and turned 
over to him all the material that had accumulated over the period 
of 2 or 3 years. 

Mr. Wallace went away right after that and the fiscal editorial 
work on Langewiesche’s article was done by our senior editor, Hobart 
Lewis, and Alfred Dashiell, our managing editor. 

I repeat what Mr. Lewis said on the phone this morning that if the 
committee cares to submit any questions after they see the article, 
either as to its substance or the reasons for publishing it, or anything 
else about the background, and facts which I have given you as I got 
them on the telephone, he will put the answers into written form and 
provide them to the committee. 
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That is the net of what I know about that article. 

Mr. JoHansen. Thank you very much, Mr. Cole. 

Mr. Core. I hope very much that nobody here has any record of 
the Reader’s Digest trying to influence action of committee members 
with a political ‘threat. If anybody knows of that 1 would certainly 
like to hear about it and I am sure Mr. Wallace would. 

The CHarrMan. I certainly think the article was inspired by propa- 
ganda against an increase in postal rates insofar as the Reader’s 
Digest is concerned. 

Mr. Core. I do not agree with that, Mr. Chairman. 

The CuarrmMan. Of course you do not agree with it. 

Mr. Cotz. You havea perfect right to have your opinion on it. 

The Cuarrman. I did not expect you to, but I am very suspicious 
of the motives behind that article. Have you read the annual report 
of the Postmaster General for the fiscal year 1956? 

Mr. Coxe. I think I have. I am not sure. I have read a lot of 
material on the subject over the years and I think I have read that, 
but I do not remember specifically. 

The Cuarrman. Have you read the several pages about advances in 
research and engineering by the Post Office Department ? 

Mr. Cog. I have certainly read a lot of it in the press, and I do 
not think there is any question about the fact that a great deal has 
been done. 

Mr. Ceperserc. What is the title of your article ? 

Mr. Corr. “Our Horse and Buggy Mails” is the title. 

Mr. Corserr. I am confused about something. Has not the position 
of Reader’s Digest been in favor of most of these suggested postal in- 
creases / 

For example, will you tell us how you stand on first, second, third, 
and fourth class? Are you for an increase or against it? 

Mr. Corz. I think if you will refer to the testimony that I presented 
here last year you will find that I said that the Reader’s Digest was 
of the opinion that first class-rates should be increased, in spite of the 
fact that we pay more for first class postage than we pay for second 
class postage. I cannot see how, unless you are going to change the 
whole basis for making rates, you can say that as costs of handling 
mail have gone up. 

Mr. Corserr. Just a minute. You are speaking of the Reader’s 
Digest attitude, not your own personal opinions ¢ 

Mr. Coin. That is my own personal attitude as well as the Reader’s 
Digest’s attitude. 

Mr. Corsert. It is both ? 

Mr. Coxe. I have no attitude that makes any difference except the 
Reader’s Digest’s attitude. 

When costs of ever ything in the Post Office and out have gone up, an 
increase from 3 to 4 cents seems so clearly justified that there is no 
basis for the Reader’s Digest, who last year paid a million three or 
four hundred thousand dollars for first class mail, to oppose it. We 
do not oppose it. 

Mr. Rees. Mr. Chairman. 

The Cuarrman. Mr. Rees. 

Mr. Rers. How much did you pay in second class postage ¢ 

Mr. Core. About $1.1 million. 

Mr. Rers. Second class 4 
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Mr. Cour. Yes. 

Mr. Rees. How much in the first-class postage again? I think it is 
in your testimony. 

Mr. Core. I think it is $1.3 million. The exact figures in the testi- 
mony here. 

Mr. Rees. $1.3 million is the first class? 

Mr. Cores. $1.3 million for first-class mail, in 1956. 

Mr. Rees. How much second class? 

Mr. Core. $1.1 million. You asked me what our opinion was as to 
whether second-class rates should be increased ? 

Mr. Corpetr. Yes, sir. 

Mr. Corx. The answer to that is “yes.” But you asked me if the 
Reader’s Digest is in favor of an increase of an additional 60 percent 
on top of the 30 percent of 1952, 1953, and 1954. In our opinion 
that increase is larger than it should be, because when you put the 
figures together and you put 60 percent on top of 30 percent you 
wind up with a total increase of 108 percent in second-class mail. 

As the per piece cost during the period since the end of the war when 
the deficit of the Post Office began to rise has gone up, I believe, only 
54 percent, and per pound by 70 percent, 109 percent seems too high. 
That is our opinion. 

We think some increase in third class rates can be justified. But 
we think to raise the rate from 114 to 214 cents is on the high side. 
The relationship has been 114 to 3. An increase to 4 cents for first 
class with an increase of 2 cents to third class seems to us to be more 
reasonable. 

We think that the rate increases that have preceded the ones pro- 
posed are so large for books that there is a question as to whether they 
are justified. That is the net of our point of view regarding increased 
postal rates. It certainly adds up to approval of some increases in 
postal rates. 

The CHarrMan. Just a question. You state on page 5 of your pre- 
pared statement that— 

When the Post Office administration says to you, “Pay us only the increased 
rates necessary to cover increased costs,” the appeal does sound plausible. And 
it would be if the costs were not unduly high, because of waste of manpower, 
because of failure to use machinery, because of lack of continuous investigation 
and control by some regulatory body. 

Then on page 1 you say: 

I want to take this opportunity to pay public tribute to the men and women 
in the Post Office with whom we have continuous contacts. In our judgment they 
are as fine a group of dedicated public servants as could be found anywhere. 

Let us get to this question of cost of the operation of the Post 
Office Department. Do you know how much of the budget consists 
of salaries, uniforms—— 

Mr. Corr. I think it is approximately 75 percent. 

The Cuatrman. Three-fourths of the entire expense of the opera- 
tion of the Post Office Department represents salaries. Where is this 
waste of manpower that you referred to ? 

Mr. Core. I can only comment on it in this way 

The Cuarrman. Do you mean there should be fewer clerks and fewer 
carriers ? 
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Mr. Corr. I say that the application of machinery to its fullest 
for the extension of effective use of manpower is in line with successful 
American business experience. 

The Cuatrrman. How much would that reduce the individual per- 
sonnel in the way of carriers and clerks ? 

Mr. Corr. I don’t know. 

The CuatrmMan. How are you going to substitute machinery for the 
delivery of mail by the carriers ? 

Mr. Corr. I do not know that you can at that point. 

The Cuarrman. Do you not know that about 90 percent of the entire 
cost of the Post Office Department goes to personnel and the trans- 
portation of mail ? 

Mr. Core. I do not want to get into a discussion on what amounts 
to business philosophy. 

The Crarman. You have that in your statement. I want you to 
tell us: Where is this waste of manpower that you referred to? 

Mr. Corz. Let me give you a very specific example which I think 
you will agree is sound. If the telephone company did not have dial 
telephones they would undoubtedly have a great many more women to 
sit at a switchboard and make the calls. 

The CHatrman. You think you can dial the mail into sorting and 
distribution ? 

Mr. Coir. No, I do not, and you know I do not think that. I think 
you can apply effective machinery to the handling of mails. This is 
not my opinion alone. It is the opinion of many people in the Post 
Office ‘Department and the opinion of the people in the House Appro- 
priations Committee whose statements have been quoted. There are 
many authorities that will confirm that for you. 

Mr. CeperserG. Will the chairman yield to me? 

The Coarrman. All right. 

Mr. Ceperserc. I recognize that there are machines and so forth 
that can be applied and the Post Office Department in its annual re- 
port is attempting to make progress in that direction. 

Mr. Core. That is right. 

Mr. Ceperserc. One of the reasons, as I understand, that there has 
not been more progress made over the years is the simple fact that they 
have not had the necessary rate increases over the past years to pro- 
vide the money to do the job, and, as you state, you can go into rec- 
ords of appropriations and other committee hearings for. years back 
and the Congress is reluctant with a deficit of $500 million, going up 
to $600 million, to provide it, so I would say that your magazine could 
do a real justice if it would come out as a followup article to the horse- 
and-buggy Post Office by saying, “If the Congress will face up to 
realistic rate increases, finances ‘will be available to do the job that 
we think ought to be done.” 

That is why we are probably behind in some of those particular 
areas. I, of course, am not going to admit that we have any horse- 
and- bugey Post Office. I think we have made tremendous progress. 

I happen to be on the Post Office Operations Subcommittee and 
have visited many large post offices. We have some space problems. 
We have a lot of problems. I think it is just a little unfair to be too 
critical at this time. 

Mr. Core. I know that there is some evidence of progress in the 
installation of equipment to do the job in the Post Office. The Post- 
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master General told someone to whom I talked yesterday that there 
had been a lot done. I was asked, “If we would appraise material 
along this line if provided by the Post Office and consider it for publi- 

cation in another article in Reader’s Digest.” I telephoned one of our 
senior editors and the answer was a positive “Yes.’ 

So far as getting the money is concerned, every business is con- 
stantly faced with the need for capital expenditures. They either 
borrow the money or take it out of the till. They spread those capital 
expenditures over the useful life of new equipment. If the Post Office 
now is unable to install equipment that would make a net saving in 
the operation of the Post Office, is it not proper for the Post Office 
to get that money from the United States Government if when the 
cost is amortized there would be a lower net cost as a result? Is that 
not what General Motors in your State, and everybody else does? 

Mr. Crepersere. I think that is legitimate, except all of the time that 
we have been making this progress our deficit has been going up at the 
same time. 

Mr. Corr. Don’t push me into a position of saying that the rates 
should not goup. I have just answered that question. 

Mr. Ceperserc. That is right. 

Mr. Coue. And I have never said anything else. You have listened 
for a long time. 

The CuHarrMan. Let us go.back to the costs of manpower. You 
keep referring to 1946. Do you know how much the total amount of 
increase has been in salaries for personnel of the Post Office since 1946 ? 

Mr. Cote. What is it in percentage ? 

The CuarrmMan. It is $1.6 billion. That is the actual increase in 
the salaries. 

Mr. Cotz. What it is as a percentage? 

The Cuatrman. It is way over 100 percent. Are you criticizing 
this waste down there because of the salary increases? 

Mr. Cotx. No; I am not criticizing the salary increases and I never 
have. 

The Cuarrman. How much do you think you could save by your 
proposition for mechanized equipment? How much in personnel costs 
would be saved ? 

Mr. Core. I do not know. I think you can get that answer in pretty 
definite form from those who head the Research and Development 
Department of the Post Office and you-can certainly get it from some 
of the engineers who the Post Office has hired within the last 6 months 
to make on-the-spot investigations in Chicago, and San Francisco, 
and elsewhere. 

The CuatrmMan. That has been done time and again, and the De- 
partment has had engineers working on that. 

Mr. Coir, I say their opinion is the opinion that should be valid. 

The CuarrMan. Let us get back to this 1946 matter. Were you satis- 
fied with the rate you were paying in 1946? 

Mr. Corx. Yes; I think we were. 

The Cuatrman. There have been since that time salary increases 
alone amounting to $1.6 billion. How much have your rates increased 
since that time ¢ 

Mr. Cotz. Have our rates increased ? 

The Cuatrman. Yes. 
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Mr. Corr. Rate for what? 

The Cuatrman. All classes of mail: First, second, and third classes. 

Mr. Coxe. First has not gone up at all, Second has gone up 30 
percent. Third has gone up about 100 percent. 

The CHatrman. What was your per copy rate for postage back in 
1946? 

Mr. Corr. On the Reader’s Digest ? 

The CuarrMan. Yes. 

Mr. Corr. About six-tenths of a cent, I think. 

The CHatrman. I believe you testified back in 1951 that you were 
sending three copies for a cent and a half, which would be about a 
half cent. 

Mr. Cots. Between a half cent and six-tenths of a cent. 

The CHarrman. What are you paying for it now? 

Mr. Cotz. About 1.1 or 1.2. It is about 100 percent more. 

The CuatrmMan. That increase is largely because you are carrying 
advertising now in your publication which you were not carrying back 
in 1946. 

Mr. Cotz. The amount will be greater as more advertising appears 
in the magazine. 

The Cuarrman. How do you propose to take care of this $1.6 billion 
in salaries ? 

Mr. Corr. I propose to take care of it by the rate increases that you 
suggest and through the reduction in cost of the operation of the Post 
Office. 

Mr. Ceperserc. Will you yield there, Mr. Chairman ? 

The Cuatrman. Yes, sir. 

Mr. Ceperserc. I submit to you even if we automated all of the 
activities in the Post Office we would reduce costs in those given areas, 


yes, but with the increase of population, and so forth, we added I forget 


how many thousand carrier routes last year. 

Mr. Corr. Doesn’t your volume increase ? 

Mr. Ceperserc. It increases to a degree, but not in proportion. As 
our volume has gone up our deficit has gone up too. 

Mr. Corr. But the increased volume should provide additional reve- 
nue. This is the kind of business where increased volume should re- 
sult in lower unit costs. 

Mr. Ceperserc. There is some degree of accuracy in that, but what 
I am saying is this: That total] automation of the Department, while 
necessary and desirable and a point toward which we are working, will 
not solve our problem to any degree. It might cut the percentage of 
our costs a certain amount, but we have additional costs that are going 
up a great deal. 

Mr. Corer. I am not arguing that there should be no increase in the 
postal rates. 

Mr. Jonansen. Mr. Chairman, may I ask a question at this point 
to clarify the matter ? 

The Cuarrman. Mr. Johansen. 

Mr. Jouansen. Without going into the question now as to how much 
you feel would be a justifiable increase in second-class rates, do you 
feel that any increase in second-class rates plus the increase in first- 
class rates that you endorse could be made without an increase in your 
subscription rate ? 
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Mr. Core. I do not think it can. Our paper prices, for instance, 
have gone up 48 percent since 1946. Our printing cost on a unit cost 
basis, which is the only way to figure it, because we run a different 
number of pages in different issues, has gone up 31 percent. That 
small increase is the result of improved | machinery. The salaries 
of the people who work in our office, the clerks, of which there are 
roughly 3,000, have gone up just as the Post Office salaries have gone 
up, and I would think in about the same proportion. We have been 
able to absorb those costs. The lower unit cost that comes through 
greater volume, plus the reduction in cost that comes from the con- 
stant introduction of improved machinery has enabled us to get a 
better result with lower manpower cost. I think we are at the end of 
that rope. 

Mr. JoHansen. Let me inject here. I want to establish in the rec- 
ord whether your feeling that any increase in postal rates would re- 
quire an increase in subscription rates is due to the postal rate increase 
or whether it is due to the postal rate increase on top of these other 
factors, a sort of straw that breaks the camel’s back. 

Mr. Core. You latter statement is correct. It is not solely because 
of the postal rate increase. 

Mr. Jouansen. Then my point is, Mr. Cole, that in the interest of 
fairness there ought not to be created an impression in the minds of 
the public by testimony before the committee that the responsibility 
for an increase in subscription rates rests solely on the Congress or 
even primarily on the Congress for having increased the postal rates. 

Mr. Coxe. I have no intention of doing that. If we raise the price 
of the Reader’s Digest at all we will of course print in the magazine a 
statement as to why we are raising the price. 

Mr. Jonansen. Of which this would only be one factor ? 

Mr. Core. Of which this would only be one factor, and it would be 
given no greater importance as a factor than it deserves. 

The Cratrman. How does your postal cost compare to your total 
cost? What isthe percentage ? 

Mr. Corr. In 1956 we bought $7 million worth of postage. 

The Cramman. What is the percentage of the total cost of the 
operation ¢ 

Mr. Rees. What is the total cost of your whole business ? 

Mr. Coir. Our magazine and book business in the United States in 
1956 totaled approximately $52 million, so that the postage cost is 
approximately 14 percent of the total. 

Mr. Ceprersere. Would you yield to me right there ? 

The Cuarrmman. All right. 

Mr. Ceperserc. I have a very fine magazine here that sent out. some 
literature, and it says on the top—it is Look magazine— 

If an increase in postal rates is enacted by the new Congress an increase in 
magazine subscription rates is a very real possibility. 

That is what you are telling us, is it not ? 

Mr. Cote. Yes. 

Mr. Cepersere (reading) : 

Although your subscription still has sometime yet to run we would like, before 
a subscription rate increase should become necessary, to give you an opportunity 
to add an extra 3 full years of Look upon the end of your present subscription 
at a saving. 

The enclosed letter explains how you may use a page of stamps, also enclosed, 
which is worth a total of $4.94 when applied against the $11.70 value of 78 
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issues of Look at the newsstand price to protect yourself against a rate increase 
for many, many months to come. 

Here is a reputable large magazine sending this out to all of its 
subscribers. 

Mr. Cote. We do not publish it, you know. 

Mr. Ceperserc. I know you don’ t, but Iam saying this is an example 
of saying to their subscribers, “If we get a rate increase we are going 
to increase the subscription price, but “if you take advantage of it we 
won't do it for 3 years beyond your present subscription rate.’ 

Mr. Cotr. I can promise you that we will not say that. That is no 
criticism of Look and I am not undertaking to comment. on what they 
or anybody else does. However, we will not say that if the postal rates 
go up we will raise our subscription price because of that alone, nor 
will we say that if we do raise the price that we have raised the price 
because of that without giving proper weight to the things that Mr. 
Johansen has mentioned. 

Mr. Jomansen. I would like to commend the gentleman for that 
assurance. 

The Cuarrman. How old is the Reader's Digest ? 

Mr. Core. Thirty-five years. 

The Cxarrman. And you never increased your subscription price 
during that period of time? 

Mr. Coir. No, sir; we never have. 

The CuatrmMan. Do you have the same price to subscribers through 
the mails as to those who buy at bookstands and newsstands ? 

Mr. Cote. Yes, sir; we do. 

The CHarrMAN,. $3 a year? 

Mr. Core. Yes. There is some variation in that at Christmastime 
for gifts. 

The Cuairman. How much do you get out of a subscription price 
through the mails after you deduct the postage cost of about 1.1 
1.2 cents, you say, for each copy ? 

Mr. Corx. If that were the only thing deducted ? 

The Cuamman. I am talking about just excluding the mail charges. 
Mr. Core. If that were the only cost involved in the subscription ¢ 
That is not the case—there are a great many other costs to subscrip- 

tions which we do not have with newsstand sales. 

The CHamman. You pay 1.1 or 1.2 cents to send it through the 
mail ¢ 

Mr. Core. Yes. 

The Cuarrman. What does it cost you in connection with the sale 
at newsstands ? 

Mr. Coie. Our cost of sales at newsstands includes promotion. That 
question was asked yesterday. I gather that there is an assumption 
that the newsstand does the same thing that the Post Office does; in 
other words, that they distribute the magazine. They not only dis- 
tribute the magazine, but they display the magazine. They pay rent 
at places w here the magazines can be display ed. These are high rent 
places because they are places where many ‘customers go. TI can tell 
you this: That our subscription net income per copy after we get 
through paying the postage for sending the magazine through the 
mails, the postage involved in handling | the subscription, which is a 
part of our $7 million expenditure plus the cost of m: untaining our list 
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of subscribers including changes of address, works out to a net to us 
of just about the same for subscriptions as it does for newsstand sales. 
I do not think I can give a better answer than that. 

The Cuamman. What do you pay to your agent who handles your 
sales at newsstands in cities ? 

Mr. Cote. We pay 6 cents a copy to the newsdealer. For a 25-cent 
magazine, that is more or less standard. 

Mr. Rees. How much wholesale / 

Mr. Cotz. We pay the wholesaler 3 cents. 

Mr. Ress. So it is 9 cents ¢ 

Mr. Cotz, Yes. 

The CuarrmMan. I understood you to say something about 16 cents 
that was charged against the sale at newsstands, 

Mr. Cote. No. I said we get 16 cents. 

The CuatrmMan. You get 16 cents? 

Mr. Cote. Yes. 

Mr. Rees. Out of those mailed you get all but 1.1 or 1.2 cents? 

Mr. Core. That would be fine, but we don’t. 

Mr. Rees. For handling it. 

Mr. Cote. We really don’t. 

Mr. Rees. In other words, you only pay 1.1 or 1.2 cents for handling. 
Mr. Coir. We only pay that for the second-class postage. There 
‘e many other costs. 

The Cuatrman. How many copies of the magazines are delivered 
through the mails direct to the reader ? 

Mr. Cote. Roughly 8 million a month. 

The Cuamman. Do you send your magazines and book shipments 
through the mails to various dealers ? 

Mr. Cote. We did up until this year. We don’t now. 

The CaarrMan. How are you sending them now ? 

Mr. Cote. We are sending them by freight. The reason we are 
doing that is that we now place a little sticker on the outside of the 
magazine. You are familiar with the fact that we have a contents 
page on the front cover. We put a sticker featuring 2 or 3 or 4 differ- 
ent articles on it and that rules it out of the second-class mail. 

The CuarrMan. That is the only reason you made the change? 

Mr. Core, That is the only reason. We would be delighted to go 
back. 

The CrarrmMan. I am sure you would. How about your postage 
rates in foreign countries? Are they higher or lower generally, than 
the rates you pay in the United States? 

Mr. Coir. They are both higher and lower. They are lower in 
Canada, so far as we are concerned. 

The Cuatrrman. How about countries outside of Canada ? 

Mr. Coir. Magazines are mailed free in Mexico. Rates are much 
higher in Japan and we do not do very well in Japan. 

The Cuarrman. How about in England? 

Mr. Core. In England they are somewhat higher than they are 
here. 

The Cuamman. How about the other European countries ? 

Mr. Cote. Some of them are higher. 

The CHarrman. Are any of them lower than in the United States? 

Mr. Coir. Not in Europe; no. 
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The CuarrMan. That is what [am talking about. 

Mr. Corn. That is right; not that I know of. As I say, magazines 
are free in Mexico and rates are lower in Canada than they are here. 

The CrAtrrMan. You say you would like to see a regulatory body 
fix these rates ? 

Mr: Corr. I did not say anything of the kind. 

The Cuarrman. I thought you agreed with me about that. 

I have been advocating that for some time. I would like to see these 
rates fixed by a regulatory body just the same as the Interstate Com- 
merce Commission fixes the rate for passengers traveling, and for 
freight, and just like the Civil Aeronautics Board fixes rates for air- 
lines. If we established a single regulatory body, and you endorsed it, 
a little later you would be yelling to the high heavens about it. 

Mr. Core. If I gave the impression that I do not like the fact that 
you fix the rates, that is a misapprehension. I do like it. 

Mr. Rees. How much is your total postage? $7 million, I believe. 

Mr. Cotz. That is right. 

Mr. Rees. And you said that $1.3 million is first class? 

Mr. Cotx. That is right. 

Mr. Rees. And $1.1 million is second class. 

Mr. Corr. Yes. 

Mr. Regs. How much is third class? 

Mr. Core. The figure is here. I think it is $2.4 million for third 
class and $1.9 million for fourth class. 

Mr. Rees. Of course, you are not complaining about the $1.9 
million. 

Mr. Corr. I think the increase in book rates that is proposed, on top 
of other previous book-rate increases, is too large. 

Mr. Rees. You donot complain about 

Mr. Corr. I am less concerned about it than T am the others. If 
there is a 2-cent increase in book postage and this is added to a $2.32 
price for the book, the increase is very small in percentage. The 
reader will have very little complaint. I might make the point that 
I think the low second-class rates, which have been traditional are 
based on the idea that periodicals contribute to continuing education 
and communication and they are low priced. If they were high priced 
there would be no justification for preferential second-class rates. 

Mr. Rees. However, you go along on the increase in first-class rates? 

Mr. Cour. Yes, sir. 

Mr. Rees. So it is the second-class rate that is the one you are com- 
plaining about? 

Mr. Corr. Yes; that and the third-class rates are the ones, I think 
are higher than it seems to me are either justified or fair or to the 
interest of the Post Office. 

Mr. Rers. Therefore, this 14 percent percentage cost would be re- 
duced considerably on the first-class mail because you are willing to 
take care of that. It is the balance of this thing you are complaining 
about; the second and third. 

Mr. Corz. I am saying that, I think the proposed rates are too high. 
I am not saying there should be no increase. 

Mr. Rees. You will go along on the first class ? 

— Corr. That is right. I cannot see any justification for not going 
along. 
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Mr. Rees. It seems your reason for not wanting to go along is be- 
cause the Post Office Department is not running as efficiently as it 
should. Is that correct? 

Mr. Corx. No, sir. I say that now and in the future some of the 
reduced deficit in the Post Office, in my opinion, can came about 
through reduced cost of operation. In general the people that. use the 
mails—I do not care who they are—will sooner or later have to pay 
total overall postage costs. In my opinion there is an opportunity to 
save money in the Post Office. 

Mr. Rers. That is in the future. 

Mr. Cote. Now and in the future. The opportunity is there now. 

Mr. Rees. Of course, you know sometime, somewhere along the line, 
we think that atomic energy will lessen the cost of a lot of things; but 
here we are today 

Mr. Cortez. I do not think it is that far away. 

Mr. Rees. Faced with the question of who is going to pay this dif- 
ference, whether it is charged to the taxpayers or whether we are 
going to let the people who use the mail help pay for it. 

Mr. Coxe. I am taking up too much time and I do. not want)to take 
advantage of this opportunity, but the cost-ascertainment figures are 
not necessarily a reliable guide to where this loss in each class of mail 
is. Then there is the question of whether or not, low postage rates 
for the editorial material in periodicals is in the public interest and 
whether a subsidy to the individuals who would otherwise have to pay 
a lot more money for it is justified. The Congress decided long ago 
that it was, and has affirmed that policy from time to time. 

Perhaps the Congress now would like to change it. They have that 
authority. 

Mr, Rees. You and I agree that the cost is more now, because of the 
increased cost of labor and other factors, to send the Reader’s Digest 
or any other magazine through the mail than it was 10 years ago or 30 
years ago. 

Mr. Coxe. I certainly do. 

Mr. Rees. And you want to pay your fair share of the cost. 

Mr. Corz. That is right; I do. 

Mr. Rees. Does it not seem to you, with all this advertising that you 
-arry—I think you say that you can get about seven or eight, hundred 
thousand dollars a month, whatever it is—that it is a rather inexpensive 
service to send this magazine through the mail ? 

Mr. Coz. Yes, I think it is an inexpensive service. 

Mr. Ress. Inexpensive. 

Mr. Core. Inexpensive service; a wonderful service. 

I am firmly convinced that the contribution that low-cost, periodical 
literature makes to continuing education is worthwhile. 

Mr. Rees. Of course you do not, do it. just for that alone, 

Mr. Coir. No, we do not do it for that. That is why the Congress 
does it. They didit. I did not do it. 

Mr. Rees. I understand that. What I am getting at is that, you 
would not want the Government to lose anything by it, : 

Mr. Core. I do not. want the Government to lose anything by it that 
they do not. think is in the public interest. That is why second-class 
rates were established. Publications such as the medical journals 
and scores of other publications; make a. great, contribution ito’ cen- 
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tinuing education. Progress without them and growth of knowledge 
would stop. Knowledge and continuing education are provided by 
periodicals at a very low cost. There are publications—and_ you 
mentioned some of them yesterday—that contribute very little. Some 
of the rest of us, as in the case of Digest, are in the area in between 
and we are not the best ones to decide what our contribution is. 

Mr. Rees. There is no question about the quality of your magazine. 
Tt is just a question of whether you ought to pay a little larger share 
of handling it in the mails. 

Mr. Corx. I think in view of the cost increases we should pay more. 

Mr. Ceperserc. Will the gentleman yield ? 

The Carman. Mr. Cederberg. 

Mr. Cepersera. Since 1953 to the present time the volume in the 
Post Office has gone up 15.4 percent. The man-hours necessary to 
handle this increase has gone up 4 percent. 

Would you say that isa pretty good job? 

Mr. Coz. I would think so; very good job. 

Mr. Cepersere. Is it as good a job as you do in the Reader’s Digest ? 

Mr. Cour. I don’t know. I hope we do better than that, but I don’t 
know. 

Mr. CrperserG. You admit that that is a reasonably good job? 

Mr. Corr. A good job. 

The Crarrman. How much increase has there been in your adver- 
tising revenue since you started in in 1955, pere entagewise ? 

Mr. Corr. The advertising rate has not changed at all. 

The Cratrman. I am saying your advertising revenue is up, I 
should think, about 25 or 30 percent from what it was the first year as 
a result of increased advertising. 

Mr. Lesrnsxr. In line with this regulatory body, the CAB au- 
thorized a $6 million subsidy and Congress is trying to get that money 
back. 

Mr. Cole, I appreciate your coming before us for a very practical 
reason. You are fair in your presentation. I do not always agree 
with all the articles that you print. I find fault with some of them. 
After all, you have various people that write those articles and they 
put, their own side of the story in that article. 

Mr. Core. Yes, sir. 

Mr. Lestnsxr. And you present those articles as they are given to 
you. For that reason you cannot always be fair in all respects. 

The Cuarrman. I understood they are approved by his board of 
editors before the articles are published; is that not correct ? 

Mr. Corr. The articles are approved by the board of editors. 

The Cuarrman. The publication. 

Mr. Corr. Yes. 

Mr. Lestnsxt. I will point to one article out that you have printed. 
T do not always get a chance to read your magazine. Whenever I 
get the chance I do. That article about Government waste a while 
ago caused quite a stir. 

Mr. Corr. What was the article? 

Mr. Lestnskr. Back a few months ago put out by some governor. 
He mentioned Government waste and about the airport in Kansas 
City. 

Mr. Jonansen. Governor Driscoll. 
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Mr. Lestnsk1. The particular point was brought up that in Kansas 
City the Government contributed to the construction of the airport 
there. Sand was dredged from the river to fill for the runway. Then 
the CAB or whoever it was authorized that that be bulldozed off and 
new sand put in. . 

On the surface it looks like waste. If you know something about 
construction you know that a base for a runway or any concrete plat- 
form in a cold climate should have a porous base, meaning that clean 
sand is porous, and it should have been the base. , 

On the other hand, with respect to the sand that was dredged in 
there originally, what percentage of clay did it have with it? In 
other words, clay retains moisture and in the case of a heavy frost 
it would have heaved those runways and it would not be practical and 
would destroy it. : i 

The point is if no test was made of that origina} sample it would 
be their fault. If there was a test made of that sample and they found 
it to be not practical that new clean sand then should have been in, 
and then Kansas City is ahead of the deal, but that is one of those 
things that come into the picture and there is no other way that you 
can give a fair appraisal than to know the whole picture. 

Mr. Corr. May I comment on that? As you know, I am not an 
editor. Articles of that kind, are not unusual. When Governor Dris- 
coll wrote that article we did not just take what he said. Our pro- 
cedure is to try through our own research department to check every 
fact in the article. We do not change the opinions which he as the 
author expressed. So far as this particular fact you mentioned is 
concerned, I do not remember it, and I do not have an opinion on it. 

However, tomorrow I will ask our editorial department to give you 
an answer on that particular point. 

Mr. Lesinskr. Also on foreign aid. The intent of the article was 
to bring the thinking of the American public against foreign aid. 

Mr. Gross. What is wrong with that ? 

Mr. Lestnsk1. That is a personal attitude. I state it is a personal 
attitude, as it is with the gentleman from Iowa, Mr. Gross. 

Mr. Coir. It was the author’s. 

Mr. Lxesinski. Yes. There should always be a corresponding article 
with it. 

Mr. Corr. May I add this on this subject? One of our senior 
editors, Stanley High, saw the President yesterday. Mr. High did not 
write the article, but the President told him what he thought of the 
article. However, we have had other articles that have presented the 
fine things that have been done in foreign aid. Again on the specific 
point in the article'that you raise, I do not have an answer. 

Mr. Lestnsx1. Mr. Chairman, there are a few things I want to point 
out here. 

You claim that you pay roughly 1.6 per copy ¢ 

Mr. Corr. No; I said 1.1, Mr. Lesinski, or 1.2. 

Mr. Lesinski. Your magazine weighs approximately what? One 
pound ? 

Mr. Core. I think it weighs about a half pound now. It used to 
weight 3 to the pound and I think it weighs nearer to 2 to the pound 
now, although I do not know exactly. 
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Mr. Lesinsxi. Here is the problem we have: A magazine weighing 
1 ponnd 15 ounces costs 2 cents to mail. That is just a little less than 
2 pounds. It depends upon the weight of first class, but it can be 
814 pieces to an ounce, which is 1014 cents it costs the mailer, or let 
us use the figure of 40 pieces to the pound, which costs the mailer $1.20. 

In other words, a pound of first-class mail costs the mailer $1.20 
and your magazine costs you only 1.1, which you say is roughly a half 
a pound. Let us say, pound for pound, it costs you 2 cents to mail that 
magazine. All right; 2 cents against $1.20. t iy 

Mr. Cote. The minimum rate is 2.1 a pound for editorial material, 
is it not? Our rate is nearer 214 cents a pound, I guess, because the 
rate for advertising goes up to about 4 or 5 cents a pound. 

Mr. Lestnsx1. The point is the Post Office Department in its evalua- 
tion standards claims it takes twice as much time to handle magazines 
and papers as first-class mail. They say 16 pieces of first-class mail 
to 8 magazines and papers, for example. On top of that the carrier is 
only allowed 35 wosiad in his package. Without magazines he would 
be able to carry his whole route in one pack. As it is, there is the 
necessity of having drop boxes on the way, and it takes additional 
trucks and manpower to handle magazines. ‘These are the things we 
have to consider. 

Mr. Corer. I think they have to be considered. I think that the cost 
per piece must be a tremendous factor. The minimum rate is one- 
eighth of a cent a piece. 

Mr. Lestnskt. Yes, sir. 

Mr. Cotz. That rate must involve a tremendous loss. Any piece 
rate, I would think, that was less than a cent and a half or 2 cents would 
involve a lot of loss. 

At the same time, however, as you mention. the carrier can carry only 
35 pounds. If the Reader’s Digest weighed 10 pounds instead of a half 
a pound, the carrier wouldn’t carry as many of them. 

Mr. Lestnskr. He would only carry three. 

Mr. Corr. Yes, and therefore the weight is a factor as well as the 
number of pieces. 

Mr. Lestnsxi. The point I am driving at, Mr. Cole, is, in all fair- 
ness, if the committee feels that in order to evaluate properly the 
Digest would cost 3 cents to mail—you might argue and you might 
scream to high heaven; I realize that—and if that is correct and it can 
be proved, would you object ? 

Mr. Cote. You know, I would not object. Whether we would con- 
tinue to ship through the mails would be a question. Whether you 
could prove the cost would be a factor. There is great controversy 
about these cost-ascertainment figures in and out of the Post Office. 
The Post Office now says out loud for everybody to hear, “Cost ascer- 
tainment is not a sound basis for making rates.” 

The Cuarrman. Do you have any other questions? 

Mr. Cote. May I say this, Mr. Chairman ? 

The CratrmMan. Yes, sir. 

Mr. Cote. Mr. Beckworth asked me a question yesterday and he said 
he was going to ask it today. He said that he had 4 children and 
that what he wanted to know was how much more would each family 
have to pay if second-class rates were high enough to cover what is 
supposed to be their cost to the Post Office. I said that if the cost 
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figure that was used 2 years ago, viz; $250 million, the cost would be 
$5 more per family. If the cost figure were $100 million, it would’be 
%2 more a family. There is no doubt that amy major increase in 
second-class rates will have to finally be reflected in the price the 
average family pays for their publications. The publishing industry 
is no bonanza. It does not make profits equal to other industries and 
there is not very much fat from which to pay $50 million or $100 
million more for postage. 

Mr. Porrer. Mr. Chairman. 

The Cuatrman. Mr. Porter. 

Mr. Porrrr. In that connection, Mr. Cole, do you think those fami- 
lies who get the magazines should ultimately pay it or the taxpayer 
pay it. 

Mr. Core. If the overall contribution made by periodicals to con- 
tinuing education and the communication is in the public interest, 
the taxpayers ought to pay it, and that is what the congressional 
opinion has been since 1879. 

Mr. Porter. All right; in 1879, I assume, we paid a fixed percentage. 

Mr. Core. Yes. It should not be the same percentage. It ‘aight be 
the same percentage now, but it would be a higher figure. 

Mr. Porter. Should the percentage be increased ¢ 

Mr. Cote I donot know. Why should it be? 

Mr. Porter. All the other costs go up. 

Mr. Corr. Yes; the costs would go up even if the percentage 
remained the same. 

Mr. Porter. The percentage would change. Your labor costs and 
your paper costs, you say, have gone up; all things have gone up, 
and you are paying more. Your mail costs have gone up somewhat, 
but they have not gone up proportionately; therefore, you are coming 
in here and asking us to—— 

Mr. Coir. The Post Office budget was approximately in balance in 
1945 and 1946. All of the increase came after the war from inflation. 

Mr. Porter. You are assuming, though, that the original percentage, 
whatever it was, back in 1879 was the percentage Congress decided 
was what the taxpayer ought to pay. 

Mr. Coir, They did not do it on the percentage basis, as you know. 

Mr. Porter. Of course, but you go back to that percentage. 

Mr. Corr. No, I do not. I say you might do it on the same per- 
centage as in 1946. 

Mr. Porter. Do you think somehow Congress made a decision then 
on what we should pay for dissemination of information ? 

Mr. Corr. No, but there were commissions many times that ap- 
praised the justification for low postage rates for periodicals and every 
time there was a special commission the report was that it was in the 
public interest and it has never been changed. 

Mr. Porter. No specific percentage has ever been decided upon by 
the Congress. 

Mr. Corx. No, sir. If you are going to figure on a percentage basis, 
which it never has been, you would first have to get some agreement 
on what proper cost figures are. 

Mr. Porrer. That is why it is sort of a uniform thing here we are 
talking about: How much should the taxpayer pay to see the periodi- 
cals distributed over the country as broadly as possible? 
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Mr. Coxe. I think that is right, Mr. Porter. 

Mr. Porrrer. Whatever else we do with second-class rates, this com- 
mittee cannot draw any line between one periodical and another, can 
we, in terms of editorial content ? 

Mr. Corx. I do not see how you can. Mr. Rees asked yesterday 
about Confidential, and I think that a great many people would say 
that publications like that do not per form too useful a service, but 
nobody has been able to figure out a way for the Post Office or any- 
body else to do the censoring. I can say that I would not be opposed 
to the censoring, but I do not know how to do it. 

Mr. Porter. Whatever we do has to apply to all publications re- 
gardless of editorial content or their side. 

Mr. Cote. I would think so. I don’t know. 

Mr. Porter. How about first-class rates?) You get over that very 
quickly, it seems tome. Is it your idea that first-class rates should not 
be based on users paying for the cost of that service but rather on 
what the traffic will bear, or is that a fair statement ? 

Mr. Core. I think this matter of ratemaking is a pricing problem. 
In the Post Office you have a business with many departments, with 
many pricing problems, including that for first-class mail. First- 
class mail rates have not been increased, as you know, for some 25 
years. During that period all costs have gone up and to increase the 
first-class rates by an , 3314 percent now is to actually reduce the first- 
class rates compared to the amount costs have gone up. Costs have 
gone up a great deal more than that. 

The Post Office costs per piece and per pound since 146 alone have 
gone up 54 percent per piece and 70 percent per pound. Post Office 
cost figures are not reliable figures. The Post Office says they should 
not be used for making rates. For in first-class mail there is no figure 
for the value of the first- -class mail, including the value of the preferen- 
tial treatment it receives or because it is sealed mail, or because a 
letter is forwarded when a person does not live there anymore. None 
of those things are included in the cost figures. Though some people 

say first-class mail is making a profit, in my opinion it isn’t. If it is 
making a profit now, then the customer was robbed for years prior to 
the increases in costs since the end of the war. 

The Cuarmrman. I am glad I can agree with the gentleman on first- 
class mail, but I cannot agree with him on second and third. 

Mr. Lestrnskt. Is it your view that the biggest portion in the allo- 
cation of costs of operation of Post Office Department is borne by 
first class ? 

Mr. Cote. It is and should be because it is such a very large propor- 
tion of the total mail and it receives preferential treatment. 

Mr. Lzsrnsx1. It is not so much the total number of pieces, but it is 
that first-class mail is given preferential treatment and for that rea- 
son the Post Office Department allocates the biggest portion of ex- 
pense to first class? 

Mr. Core. That is right. I am not qualified to discuss the cost- 
ascertainment figures in detail. But I know that there have been 
many questions about ne and if the cost-ascertainment figures can 
drop the loss in second-class mail from $250 million to $100 million 
that means it has to go somewhere. Maybe the cost has properly been 
added to first-class mail. 
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However, not to raise the first-class rate from 3 to 4 cents is to 
disregard the increases in costs over the period of the last 25 years. 

It is only a 3314 percent increase at most. 

Mr. Lestnsk1. In Detroit the A company distributes newspapers or 
ads from door to door, which is every house in the neighborhood. 
It costs them 1% cents distribution. That means there is no sorting, 
no handling, and they pay these men $1 an hour. 

To do that on the basis of the Post Office Department we would have 
all the transportation, sorting, and weight to consider, and so forth. 

Is there not some justification for an increase in rates therefor ? 

Mr. Core. Yes, I think there is justification for it without any 
question. 

Mr. Lesinskr. In second and third class too? 

Mr. Corr. In Detroit, if you had the volume of business that the 
Post Office has, and you had it every day, instead of having to hire 
people to distribute these things one ‘day and then not have anything 

else to do the next, the comparison would not be valid. 

Mr. Lestnsk1. On the other hand, that brings me back to your 
previous remarks about officials in the Post Office Department, does 
it not ? 

Mr. Cotz. Yes. 

Mr. Porrer. One final question. I wish you would put yourself 
in the position of the members of this committee who would like you to 
pay for the service you get and that of course is written into this bill 
as a principle to be adopted. 

You criticize the cost-ascertainment system which is the cost-ac- 
counting system of the Post Office Department and I think with some 
reason. You of course oppose a regulatory commission, but you put 
us, it seems to me, in a position of not being able to put into effect the 
principle of the bill which enunciates. You give us a lot of figures, 
and I must say you are not an expert. 

Mr. Corx. Do you feel that you ought to abandon the principle of 
low-cost postage for periodical liter: ature ? 

Mr. Porrer. No. [am talking about first-class mail at this point and 
I say this: The user should pay for the service he gets except where 
Congress knowingly says there should be a subsidy, and I am trying 
to apply that to all of these rates, and fr: ankly your testimony here so 
far as first-class mail goes does not help me at all. Your criticisms of 
the cost-ascertainment system I think are to some extent valid, but 
you do not give me a bill of particulars against the Post Office. Maybe 
that comes out in the article in the Digest. 

Mr. Corr. No; it does not. It is not against the Post Office adminis- 
tration. I will send you the article. 

Mr. Porter. You say they are inefficient, but you do not show us 
how they are, or how they can be helped. 

Mr. Ceperserc. Will you yield? You are not in effect criticizing 
the cost-ascertainment figures; you are saying it should not be a sole 
basis upon which rates should be based ; is that correct ? 

Mr. Corr. That is exactly correct. 

Mr. Ceprperc. In other words, there are all kinds of intangible fac- 
tors that come into setting rates for second or third or fourth class. 

If I go out to Griffith ‘Stadium, as I hope to on opening day, and 
sit in a box seat, I am going to pay more money to see the same ball 








| 
| 





452 READJUSTMENT OF POSTAL RATES 


game as I would if I sat in the bleachers, and yet. it does not cost the 
baseball company a nickel more to build that seat probably in the 
stands someplace else than it does for the box seat or any of the other 
cost factors as far as the ball game is concerned, but to get an advan- 
tageous position to see the game and to avail myself of that I have to 
pay more money for it, the same as you do if you go to a theater or 
football game. If you sit on the 50-yard line you pay more than you 
do if you sit in the end zone, but the costs are the same. 

Mr. Corr. I agree 100 percent. You are really saying that what 
the service is worth lias something to do with what the rate should be. 

Mr. Porrer. That is what the traffic will bear. 

Mr. Coz. What the service is worth or what the traffic will bear. 

Mr. Rees. Then the service you think on sending your magazine 
through the mail is only worth a cent and six-tenths. It is worth 
more than that to you, is it not ? 

Mr. Corr. I think it is; yes. 

Mr. Rees. That is what I thought. 

Mr. Coreg. I can’t evaluate it. 

The Cuarrman. Mr. Hemphill. 

Mr. Hemenityi. Mr. Cole, I am sorry; I missed some of your testi- 
mony. Yesterday I believe you testified in your opinion some regu- 
latory body should be created and— 
we appeal to you, our Representative in Congress, the only ones to whom we can 
appeal, to seriously consider creating one. 

I am very interested in that. What sort of regulatory bodies did 
you have in mind ? 

Mr. Coz. I make one specific suggestion, and I made this sugges- 
tion in testimony 2 or 3 years ago. 

I believe that in a business as large as the Post Office there is no 
way without constant examination, supervision, and reports from 
people whose sole job it is to investigate and report, for anyone to 
a know that the operation is being handled just as efficiently as 
it should be based on comparison with what is done in comparable 
businesses. I think if I asked you if the telephone company should 
have anybody investigating them, you would say, “Sure.” You are 
not willing to pay the telephone rates just because they say their 
costs are up. You want somebody to say they are operating in the 
right way and that their costs are proper. Only then will you be 
glad to pay them. 

Mr. Hempnity. I think you have a very sound argument there. 
Do you believe that we should have a postal policy which is definite 
and certain and which should attempt to set up some regulatory body 
and some rules by which that body could operate ? 

Mr. Corr. I do and I always have. 

Mr. Hempuiuy. Do you think a postal policy should be enacted first 
as a guideline to any ratemaking ¢ 

Mr. Corr. I do, but I want to add this: The comment has often 
been made that those who are vitally concerned with postal rates as 
we are, because we pay $7 million, for postage, are just figuring out 
some smart way to bring about further delay, when we ask that policy 
be decided before rates are changed. I would like to see you estab- 
lish the policy and then enact rates in line with that policy. 

The Cuairman. The policy is in this bill, the same policy that was 
approved by the House last year. 
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Mr. Hemruiiy. That is what I was getting ready to ask him, Mr. 
Chairman. 

Mr. JoHansen. Will you yield? 

Mr. Hemrputrt. I will yield to anybody anytime. 

Mr. Jouansen. I want to commend the gentleman for that last 
statement he made about the use of the policy statement argument 
either as a device to stall or having the effect to stall the facing up 
of the problem of rate increase. 

Mr. Corr. I do not believe, Mr. Johansen, that the members of the 
magazine publishing fraternity that I know have any desire to delay 
action on this bill through either a subterfuge or anything else 
improper. 

Mr. JoHansen. The gentleman’s statement purports that. 

The Cuatrman. Mr. Hemphill. 

Mr. Corserr. I would like to take you up on that willingness to 
yield. 

Mr. Hemrnme. All right. 

Mr. Corsnerr. Even though it is reemphasized to the point of bore- 
dom, we have to remember that the policy statement set forth in this 
bill and the policy statement made in the bill last year was not imple- 
mented. 

In other words, it sets forth certain general principles, but it does 
not go down through the list of items in the twilight zone and decide 
once for all whether these are items of public service, or whether they 
are proper charges to the users of the mail. 

Mr. Core. I think they should be, and I do not think that the policy 
statement in this bill is adequate. 

Mr. Hemeruitt. That was my next question before the speechmak- 
ing started, and I want to say to Mr. Corbett that that was a. good 
speech. As a new member I am just learning. I will get to making 
speeches in the next year or so. 

In any event, I am interested in your testimony. You have given 
concrete testimony and this is a pretty tough problem we have and 
ties in with what you say is the horse and buggy mail, which I am very 
anxious to read because a lot of people are going to read it and say, 
“What is Congress going to do?” And whether it is the intention of 
your publication to create some dissension or not is not of any con- 
sequence to me. 

As a Congressman I have to know what to do and what you think 
ought to be “done. If you are a successful businessman I want you 
to tell us first where the inadequacies exist and then where the inade- 
quacies of administration and operation exist which this Congress can 
correct. 

Mr. Ress. Will the gentleman yield there? It looks as though he is 
going to tell it in this magazine article. 

Mr. Corr. We do not tell it in our magazine article. 

Mr. Hemruitt. I asked the gentleman a question and I am really 
seeking an intelligent answer. 

Mr. Rees. I would like to have it also. 

The Cuarrman. Let him answer. 

Mr. Corz. So far as the policy statement is concerned, you asked 
me what I thought of it. I think there should be an agreement by 
the Congress on what items of postal service are clearly in the public 
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interest. They should not be included in costs when considering cost 
as one item in the making of rates. 

I have no list of what they should be, but others who have investi- 
gated the matter have. It is up to this committee or the Congress 
I would think to decide what are legitimate public service items and 
which ones are not. 

Then when you decide that you should determine whether such 
things as the preferential rates for periodical literature are sound 
or whether they are not and whether you think they should be changed. 
If not, you ought to affirm the policy of the last 100 years. 

In spite of the fact that the Post Office says that cost ascertainment 
should not be used to make rates, I do not believe that they really 
mean that. I think what they mean is that cost ascertainment should 
not be the only or the major factor in making rates. I think the 
Post Office believes the costs should be a factor in any decision on 
rates, but other factors are of great importance. 

One other factor is the value of the service. Is the box seat worth 
more than the bleachers and should people be charged more for it? 

I hope you will agree on a policy that will work in future years 
in adjusting rates. 

While it is a real pleasure to come here and testify, it takes up your 
time and maybe in future years it could be avoided. 

Mr. Hemruty. I had that in mind, sir. Thank you so much. 

Mr. Corz. Thank you. 

Mr. Rees. One more question. I go back to the service that the Post 
Office Department renders. After all, it seems to me that the Post 
Office Department renders a rather inexpensive service compared with 
the value received. 

Mr. Coin. Mr. Rees, this inexpensive matter is kind of like the inch 
on the end of your nose. An inch is very small, but if you put it in 
the right place it is very big. One and six-tenths may be very, very 
small, but in relation to other things there may be a question as to 
whether it is so small. 

Mr. Rees. I am just thinking, on a business basis, that this maga- 
zine is delivered anywhere in the United States. Irrespective of what 
it contains, you are getting to the individual who subscribes for it out 
on the rural route, or in the town, or wherever he is, for less than a 
cent. and a half, which seems to me is rather inexpensive. 

Mr. Core. I think it is inexpensive, but Mr. Murray asked me what 
the rates in other countries were. I can add this generalization, as a 
result of publishing our magazine in 12 languages in countries all over 
the world. Where the postage rates for periodicals are reasonably 
low there is a good periodical publishing industry, and where they 
are not, there isn’t a publishing industry. 

Mr. Rees. Now we have another question, a matter you mentioned, 
that is, we have no way, of course, of comparing one magazine with 
the other so far as rates are concerned. Those magazines I mentioned 
yesterday do not compare with the Reader’s Digest in value to the 
reader, but we cannot help it because they get the same rate that you 
do. 

Mr. Coir. Oh, no; and the same thing is true of the magazine that is 
so light that it pays only an eighth of a cent. You cannot make a 
per piece charge of 114 cents each. That would throw every maga- 
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zine, I assume, out of the mails that now pays an eighth of a cent or 
a quarter of a cent. ; 

Mr. Rers. I was just in hopes that as a businessman you would be 
willing to go along with a little higher rates on this second-class 
matter. : 

Mr. Core. I am, but not as high as you have in this bill. I said the 
yroposed rates are too high, but I have said the present ones should 
bre raised. ; 

The Cuarrman. How many copies are delivered through the mails 
to the reader ? 

Mr. Cote. Eight million a month, Mr. Murray. 

The Cuatrman. How many copies are sold on newsstands ? 

Mr. Core. Some 2 million. There are about 500,000 copies that are 
used in schools. The total is 1014 million. It is about a 2 million a 
month average on the newsstands. 

The Cuatrman. You say your company is a corporation ? 

Mr. Corr. Yes, sir. 

The Cratrman. How long has it been incorporated ? 

Mr. Corr. Ever since it got started or perhaps the first few years 
it wasn’t. I don’t have the exact date. 

The CrarrmMan. It has been a very profitable enterprise; has it not ? 

Mr. Corr. It has been in recent years. It was not profitable enough 
to do anything more than to pay the rent and an upstairs garage for 
several years for the two adie that started it. 

The Cuarrman. I mean after it got established, though, and got on 
its feet, it has been pretty prosperous; has it not ? 

Mr. Corr. Yes, sir; and I hope it gets more so. 

Mr. Rees. The net you get from the newsstand is about 16 cents 
more for the Reader’s Digest ? 

Mr. Corr. As I said before, the net when you get through with all 
costs involved in subscriptions is practically the same as when you get 
through with all costs on the newsstands. 

Mr. Rees. You mean the difference is the cost in securing the sub- 
scriptions ? 

Mr. Cote. With subscriptions we have to keep lists of millions of 
names up to date. We are about to spend $2 million this year to put 
those lists on magnetic tape. That $2 million cost is to be spread over 
the useful life of that equipment. Our appraisal is that it will reduce 
the cost of our maintaining our lists when they are on magnetic tape 
with Univac equipment instead of on metal stencils. 

Mr. Corserr. I was going to ask the gentleman, with this being a 
profitable organization, aren't 52 percent of the increased postal costs 
that you are going to pay going to be taken out of your income-tax 
payment ? 

Mr. Coxe. Yes, sir. 

Mr. Ceperserc. This goes to the foundation and Reader’s Digest. 

Mr. Corr. That part won’t. The profits of the Digest, whether 
they go into the foundation or not, are subject to a 52-percent income 
tax. We have not set up a foundation to save corporation taxes. 

Mr. Crperserc. You would if you could, though, would you not? 

Mr. Coin. No, sir, we would not. We had that proposed to us 
by a smart lawyer and we said “No.” 
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Mr. Hempuity. Reading from your statement of yesterday which I 
was not privileged to hear, on page 9 you said: 

T am not going to waste your time with further discussion about whether first- 
class mail makes a profit or that second and third does not based on cost-ascertain- 
ment figures. Because in spite of the very misleading, and in my opinion, unfair 
propaganda 

Mr. Coie. Mr. Hemphill, I did not include that in my statement. 

Mr. Hempuis. I am sorry. I am glad you did not because you 
said something about documentary evidence. 

Mr. Corr. That is not part of the statement. It is included in 
the copies, but it was not made a part of my statement. Some ques- 
tions were asked as to why, and I said I decided to take it out of my 
testimony but I did not have time to take it out of the copies which 
you have. 

Mr. Hempuity. Let me ask you this: My purpose in asking the 
question was you had said, “which I will be glad to document if you 
were interested,” and of course in trying to get the overall picture we 
are interested in any documentary evidence of that kind If you 
have it I would be certainly glad, and would appreciate your furnish- 
ing it to the committee. 

Mr. Coe. As I say, I have not raised that question. It is not part 
of the testimony. 

Mr. Hemeut. I realize that, but of course to us who have to make 
these decisions any evidence of that kind would be certainly pertinent 
to the question and I am asking you asa citizen—— 

Mr. Core. If I felt in my judgment that it was something that 
should have been stated I would have included it in my testimony. 
I did not include it.. I asked if it was proper for me to not include 
it and they told me “ Yes.” 

Mr. Hemruttx. You feel you should not give the evidence to the 
committee ? 

Mr. Cote. I feel it is something that is not part of my testimony. 

Mr. Hempnity. Do you think the committee ought to consider it ? 

Mr. Corr. Nor have I made any comment about it. 

Mr. Hempui. I am not criticizing you at all about it. I am in- 
terested in it. If you have such information that would help the mem- 
bers of the committee, I was just going to ask you if you would sub- 
mit it. Of course if you feel it would not be any help I will not. 

Mr. Cote. I do not believe it would. 

The Cuatrman. Any other questions? 

Thank you very much, Mr. Cole. We always enjoy your appear- 
ances before the committee. 

Mr. Corx. Thank you, sir. You are very nice. 

The Cuarrman. The House is now in session and I regret we can- 
not hear the other witnesses who were scheduled for today. We will 
just have to do the best we can about hearing them as quickly as 

ossible. The first witness tomorrow will be Mr. David W. Brum- 
ake of Time, Inc. Mr. Brumbaugh has made his statement in chief 
and he will be back tomorrow morning at 10 o’clock for any ques- 
tions to be asked by the committee. You will be the first witness, Mr. 
Brumbaugh. I am sorry we could not reach you today. 

The hearing will be adjourned until 10 a. m. tomorrow morning. 

(Thereupon, at 12:05 p. m., the committee recessed, to reconvene at 
10 a. m., Thursday, April 4, 1957.) 
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READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE DE- 
TERMINATION OF POSTAL RATES, AND FOR OTHER 
PURPOSES 


THURSDAY, APRIL 4, 1957 


Houser oF REPRESENTATIVES, 
Commirree ON Post Orrice AND CrviL SERVICE 
Washington, D.C. 

‘The comuittee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

Also present : Frederick C. Belen, chief counsel. 

The CuarrmMan. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R, 5839, bills to 
readjust the postal rates. 

This morning we will have back with us Mr, David W. Brumbaugh, 
who is vice president of Time, Ine. 


STATEMENTS OF DAVID W. BRUMBAUGH, VICE PRESIDENT, AND 
EVAN INGELS, ASSISTANT PRODUCTION MANAGER, TIME, INC., 
NEW YORK, N. Y.—Resumed 


Mr. BrumspauGu. May I have Mr. Ingels sit with me again ? 

The CuarrMan. Very well, sir. 

Mr. Brumsauenr. Thank you. 

The Cuarrman. Mr. Brumbaugh, when you concluded the other 
day you had finished your presentation in chief, I believe. 

Mr. Brumpaveu. Yes, sir. 

The CuamrMan. You had finished your statement ? 

Mr. Brumpauen. Yes, sir. 

The Cuarrman. How long have you been vice president in charge 
of production and distribution of Time, Inc. ? 

Mr. Brumpavueu. Mr. Chairman, I do not remember what year I 
was elected to that. 

The Cuarrman. Approximately. 

Mr. Brumpaveu. | should think approximately 8 or 10 years. 

The Cuatrrman. How many publications does your corporation 
have ? 

Mr. Brumpaven. We have Time, Life, Fortune, Sports Illustrated, 
House and Home, Architectural Forum, and various foreign editions 
of Time and Life. 

The CHarmman. And a publication called the Weekly Magaz‘ne, 
do you not? 

Mr. Brumpaven. No, sir. That is part of the technical title that 
we use for Time; “Time—The Weekly Newsmagazine.” 
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The CuHarrman. What is the combined circulation of all of your 
publications ¢ 

Mr. Brumpaven. Sir, in 1956 the total circulation of the various 
publications would be approximately 834 million copies per issue, 
some being monthlies and some weeklies. 

The Cuarrman. How many of those copies were sent through the 
mails to subscribers ? 

Mr. Brumpavuen. Approximately 714 million copies, I believe. 

The Cuarrman. So the great majority of the issues of your publi- 
cations are sent through the mails? 

Mr. Brumpaven. That is correct, sir. 

The Cratrman. Your publications are sold at various newstands 
also, are they not ? 

Mr. Brumpaucnu. Most of them are; yes, sir. 

The CuarrmMan. In your statement you dwelled chiefly on your 
publication Life and the postage it was paying. 

Mr. Brempaven. Yes, sir. 

The Cuamman. You did not discuss the postage being paid by 
vour other magazines. 

Mr. Brumpaven. No, sir. 

The Cuatrman. How much postage do you say the average copy of 
Life is paying today ? 

Mr. Brumpaven. Approximately 3 cents. 

The CuatrMan. What is your subscription rate ? 

Mr. Brumpaven. Our basic subscription rate is $6.25 per year. 

The Cuarrman. You are paying approximately 3 cents a copy to 
send it through the mails? 

Mr. Brumpaven. Yes, sir. 

The CuarrMan. What were you paying to send it through the mails 
in 1945? 

Mr. Brumpauen. I do not know the particular postage per copy 
that we might have had at that time, sir. 

The CHarrman. About how much increase has there been in the 
amount you have been paying to send the magazine Life through the 
mails for the last 10 years ? 

Mr. Brumpauen. Sir, the postal rates on second-class matter ap- 
plicable to Life have gone up 30 percent in that time. The rate in- 
creases which went into effect, I believe, in 1952, 1953, and 1954 were 
three 10-percent increases. 

The Cuarrman. That was a result of the law enacted by Congress 
in 1951 providing for three 10-percent increases over a period of 3 
years. 

Mr. Brumeaven. Yes, sir. That is the only increase in postal rates 
in that period of 10 years, I believe. 

The CuarrMan. Has your advertising volume been increasing over 
the last 10 years ? 

Mr. Broumraven. Generally speaking, our volume of pages of ad- 
vertising in Time and Life has been increasing somewhat. 

The CratrMan. Can you give us any figures on the volume of the 
advertising in 1946 as compared to the present time? In other words, 
what is the comparison of your advertising content to your reading 
content in 1946 and at the present time? 
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Mr. Brumraven. I think I can find those figures here, sir. Sir, 
in the case of Life, the pages of advertising in 1946 were approximately 
3,600. 

The Cuatrman. How much was the reading content? How many 
pages ¢ 

Mr. Brumpavucn. Approximately 3,300, sir. There were approxi- 
mately 3,300 pages of editorial material at that time. 

The CuatrMan. And how much advertising; did you say? 

Mr. Brumpaven. Approximately 3,600 pages. 

The CuarrMan. What year was that. 

Mr. BrumpBauen. 1946. 

The Cuatrman. Do you have that for each succeeding year ? 

Mr. Brumpauen. Yes; I have. 

The CHairMan. Just read those figures, if you please. 

Mr. BrumpavueH. Do you want these in round figures ? 

The CuarrmMan. That is right; round figures. 

Mr. Brumpaven. The advertising in 1947 was about 3,900 pages; in 
1948 it was about 3,800 pages; in 1949 was about 3,500 pages; in 1950 
was about 3,800 pages; in 1951 was about 4,100 pages; in 1952, 3,800; 
in 1953, 4,300; in 1954, 4,200; in 1955, 4,400; and for 1956 I do not have 
the figure, but it was approximately the same number of pages as in 
1955, approximately 4,400. 

The CHairMan. So your advertising volume has been increasing in 
the last few years / 

Mr. Brumpaven. It has been up and down, but it is at a consider- 
ably higher level than it was in 1946. 

The CuairMan. How about your reading content?) How many page 
during those years / 

Mr. Brumpavenu. That is up from approximately 3,300 to approxi- 
mately 3,700, sir, in that period of time. 

The CHarrMAN. So you have considerably more advertising matter 
in your publication than you do have reading matter ? 

Mr. BrumpauGn. We have increased the volume of both the adver- 
tising and reading matter. 

The CHarrmMan. What were the figures in 1955 for the reading mat- 
ter and advertising matter? 

Mr. Brumpauen. Approximately 3,700 pages of reading matter and 
4,400 pages of advertising. 

The CHarrman. How much for the preceding year, 1954? 

Mr. Brumpaven. 4,200 pages in 1954 of advertising matter and 
3,500 pages of editorial matter. 

The CHarrMan. So your advertising matter does exceed your read- 
ing matter per page for the average copy of Life? 

Mr. Brumpeaven. At the present time it does, sir; yes, sir. 

Mr. Rees. It always has, has it not, in the last 10 years? 

Mr. Brumpaven. In 1949 the advertising matter was approximately 
3,500 pages and the editorial was approximately 3,300 pages. It varies 
from year to year. 

The CHarrman. I have some figures here taken from Printers Ink 
Annual Guide to Advertising. You are familiar with that publica- 
tion, are you not ? 

Mr. BrumpavuGnu. Generally; yes, sir. 

The CHarrMAn. It gives statistics on the annual volume of your ad- 
vertising in dollars and cents between 1949 and 1956. It gives figures 
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as to the total volume of advertising of all magazines in the United 
States. Also, it gives the percentage of the volume in dollars of Life 
magazine as compared to the total percentage received by all magazines 
for advertising. I would like to ask you if these figures are correct. 

In 1949 it shows that your percentage of the receipts for advertising 
of all magazines in the United States was 15.5 percent. In other 
words, your volume that year was $76.3 million and the total United 
States magazine volume was $492.5 million. 

Do you think those figures are correct 

Mr. Brumsaveu. I do not know, sir. What year was that ? 

The Cuarrman. 1949. 

Mr. Brumpaven. I do not know the figures. 

The Cuarrman. Then it shows in 1950 your volume increased to 
$80.4 million, that in that year the total volume of all magazines in the 
United States of advertising revenue was $514.9 million, and that your 
percentage of all advertising receipts was 15.6 percent. 

In 1951 it shows another increase for you over 1950, from $80.4 mil- 
lion up to $91.5 million. It also shows you got approximately 16 per- 
cent of all the money received from advertising in magazines. 

In 1952 it shows your share goes up to $96.9 million, while the an- 
nual receipts for all magazines went up to $615.8 million. 

In 1953 it shows your advertising revenue went from the preceding 
year of $96.9 million up to $109.7 million and your percentage of the 
total of all magazine revenues in the United States increased to 16.4 
percent. 

In 1954 it shows your advertising revenue again was increased to 
$114 million and your percentage increased, in comparison to all 
revenues for all magazines, to 17.1 percent. 

In 1955 it increased further, to $121 million for your Life magazine, 
and the total advertising revenue of all magazines was up to $729.4 
million. 

In 1956 it shows your advertising revenue increased from the pre- 
ceding year of $121 million to $137.4 million, and that total receipts 
for al] advertising in United States magazines was $782 million, so 
last year Life’s revenue from advertising was 17.6 percent of the entire 
receipts of all magazines for advertising. 

Do you think those figures are correct / 

Mr. Brumpaven. I donot know, sir. 

The Cuatrman. Your receipts from advertising increased from 
$76.3 million in 1949 to $137.4 million in 1956, around 85 to 90 percent. 

The Printers Ink Annual Guide to Advertising is a very reliable 
publication ; is it not? 

Mr. Brumpaven. I would think so. 

The Cuarrman. Do you think it is? 

Mr. Brumpauen. Yes, sir. 

The CuatrmMan. Do you know how much the expenses of the Post 
Office Department have increased from 1946 to the present time? 

Mr. Brumpaven. I should think quite a lot. I should think their 
volume has also increased. 

The Cuamman. Do you know there has been an increase of over a 
billion and a half dollars annually in salaries alone during that 
period ? : 

Mr. Brumpaven. I take it their volume is also up: is that right? 

The Cruamman. Certainly the volume is up, but the deficit 1s grow- 
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mg. Of course you say it is on account of the small magazines and 
the small piece matter sent through second-class mail. 

Mr. Brumpavuen. Yes, sir, 

The Cuairman. According to your testimony, as I gather it, the 
Post Office Dempahanan is making money off of Life today. 

Mr. Brumepaven. Mr. C hairman, may ‘I comment on that? 

The Cuarmman. That is what your figures showed; did they not? 

Mr. BRUMBAUGH. Yes, sir. 

The Cuarrman. Therefore, if we subscribe to your philosophy and 
your calculations all the Post. Office De ~partment has to do is just 
to get several billion pieces more of Life magazines through the mails 
and we will w ipe out this deficit. Is that right? 

Mr. Brumpaven. Mr. Chairman, may I comment about that? 

The CuairmMan. Go ahead. ( ‘ertainly you are entitled to it. 

Mr. Brumnaven. I do not believe that my company has ever taken 
the position that it could not or did not desire to pay proper postal 
rates. Our presentation here was not calculated to take the position 
that we could not pay or that we did not desire to pay proper postal 
rates. Our whole presentation is armed at the question of what are 
proper postal rates and at the illusion, I think, that had been created 
by the statement with respect to Life that it lost a lot of money for 
the Post Office Department. 

The Cuarrman. The Post. Office Department said last year it lost 
over $8 million, I believe, that year on Life; is that not correct? 
$8,304,000, I believe, or something like that. 

Mr. Brumsaucu. Whatever the year was and whatever the figure 

was—there have been various figures used from time to time—our 
research indicated that those figures were widely in error, and we 
came here to give you a factual presentation, which I am sure you 
realize we did not toss over our shoulder one day or one week, to 
say to you that we believe those figures were widely m error and that 
they created a wrong impression about our postal rates and about what 
it is that causes a deficit in second-class mail. 

We do not take the position, sir, that we do not want to pay proper 
postal rates, and I believe that this proceeding here is directed to 
the question of what are proper postal rates, rather than as to 
whether or not our company can pay higher postal rates. 

The Cratrman. I am just showing you the tremendous increase 
in receipts of the company in comparison to the very small increase 
in your postal rates. 

In other words, what postage were you paying per copy back in 
1949 when your volume of advertising was $76 million and what 
postage did you pay last year, 1956, when your annual volume of 
advertising revenue for that year was $137 million, which is prac- 
tically double? How about your increase in postal rates per copy for 
those years? 

Mr. Brumpaucu. This is for Life. 

The CuHarrmMan, Yes, sir. 

Mr. Brumpaueu. And our postage per copy. 

The CHatrmMan. Yes, sir. 

Mr. Brumpeaucu. For what year? 

The Cuarrman. 1949 and 1956. 
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Mr. Brumpaven. Sir, I do not have the specific figures of the per 
copy cost that we were paying in 1949, but it is evident from what 
I presented to you that the pages of both editorial and advertising 
material are up in that period and we know that the rates of postage 
are up and I presume that we are paying considerably more per copy 
than we were then. 

The Cnarrman. However, you do not have the figures ? 

Mr. Brumpaven. No, I donot have the figures per copy. 

The CuatrrmMan. Will you supply them for the record ¢ 

Mr. Brumpgaven. Yes, sir, we will be happy to do it. 

(The information is as follows :) 

The average postage for Life in 1949 per piece was 2.7 cents and in 1956 per 
piece was 2.9 cents. I wish to point out that it is difficult to compare one 
particular year to another particular year due to the variations in the volume 
of advertising and editorial pages, the increase or decrease in entries used, and 
the variations in the weight of paper which may be used from time to time. 
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Mr. Ceperserc. Mr. Chairman. 

The CuHamman. Mr. Cederberg. 

Mr. CrperserG. As long as we are talking about per copy postage 
rate, I believe on page 19 of your testimony it indicates that you paid 
approximately 3.1 cents per issue; is that correct ¢ 

Mr. Brumpavenu. Actually there are a few cases in which more than 
one copy goes in a package, you understand. 

Mr. Creperserc. An average of 3.1 cents. 

Mr. Brumpavuen. That does not make a big difference, though, so 
we use the term “piece” here, but it is substantially the same as per 
copy. 

Mr. CreperserG. The information I have from the Department it- 
self is that when they checked your January 21 mailing the figure was 
2.5 cents per copy. 

Mr. Brumpauen. January 21, when? 

Mr. Ceperserc. This year. 

Mr. Brumpavuen. Sir, the nature of the magazine business in gen- 
eral is such that there is a tremendous seasonal swing in the amount 
of advertising in magazines, and, generally speaking, the lightest 
copies of the magazine are mailed in the latter part of December and 
in January, and there is another low spot in the summer, so that you 
could not possibly take an issue in January as being typical of what 
happens. 

Mr. CreperperGc. Then 3.1 cents is not actually the average; is it? 
That would be on the high side; would it not? How did you arrive 
at 3.1 cents? 

Mr. Brumpaveu. This is an average figure for the postage that 
we paid for the year in which this figure of the $8 million loss was 
arrived at. This is the average postage per piece that we paid for 
that whole year, adjusted for the rate which was then law and which 
was not in effect ; in other words, for present postal rates. 

Mr. CeperserG. You say you paid 3.1 cents ? 

Mr. Brumeaven. The Post Office itself used an average figure of 
2.8 cents, and we revised that up to allow for the 10-percent increase 
which had not become effective at that time, but which was then law. 

Mr. CeperserG. And it is effective now, 

Mr. BrumpavGu. Yes; it iseffective now. 

Mr. Ceperserc. I just wanted to clear that up. 
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The Cuairman. In how many post offices do you enter the Life 
magazine { 

Mr. Brumpaucu. We enter it in approximately 16, 

The CuarrMan. Will you indicate those post offices, for the record? 

Mr. Brumpauen. Life is entered in Chicago, Philadelphia, and Los 
Angeles, in which cities we print the magazine, and in San Francisco, 
Sacramento, Seattle, Spokane, Jacksonville, Texarkana, Dallas, Wash- 
ington, New Orleans, Springfield, Denver, New Haven, and Hartford. 

The Cuarrman. And you publish the magazine in only three cities; 
is that correct? 

Mr. BrumpaucH. We print it in 3 cities and prepare printed copies 
for entry in 3 cities. 

The CuairMan. So you do not have many publications going to the 
far zones because of these different entries in post offices throughout 
the United States; is that not correct ¢ 

Mr. Brumpauen. We have a lot of our magazines going into the 
fourth and fifth and sixth zones. As a matter of fact, I believe the 
average is in the fourth zone, which is quite a long ways, as you can 
appreciate. 

Mr. Corserr. Right there, Mr. Chairman, if the Department’s con- 
tention is right that they are losing money on this, would not the fact 
that they entered it at all these different points save the Post Office De- 
partment that loss ¢ 

The Cuarrman. And save the Life publication, too. It is both ways. 

What increases in postal rates do you think there should be? You 
are a taxpayer. You are interested in the financial stability of our 
Government and in the economical operation of the Department and 
everybody paying his way in the use of the mails. 

Just what do you propose be done about this tremendous deficit of 
the Post Office Department, and what increases do you think should 
be made, if any, in first-, second-, and third-class mail ? 

Mr. BrumpauGn. That is quite a $64 question, Mr. Chairman. I 
would say this: I think a prime point that is before your committee 
and before the Congress is the determination of what the correct pub- 
lic-service costs in the Post Office are. I directed some of my testimony 
here to the point that I believe that the public-service costs in the Post 
Office have been miscalculated by the Post Office Department. I sin- 
cerely believe that that is true. 

I believe that it is important that your committee and that the Con- 
gress determine the public-service costs in the Post. Office and define 
them. I believe it is important that you arrive at a postal-rate policy 
for the future. It has been suggested by the Department as well as by 
other interested people that such a procedure take place. 

The CHatrman. What rate increases do you propose? Do you 
think first class should be increased to 4 cents? 

Mr. Brumpaueu. Mr, Chairman, it seems to me that. these questions 
of public-service costs and of postal-ratemaking policy must. be: de- 
termined before anyone can possibly say what the exact postal raies 
should be. 

May I say that I hope that that determination of policy and of 
public service cost in the Post Office is completed by the Congress this 
year, and if the results indiate that there should be raises in rates I 
hope that those rates are imposed this year. 
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The CuHarman. You are not ready to approve any increase in any 
rate in first-, second-, third-, or fourth-class matter; is that right? 

Mr. BrumpBaueH. Mr. Chairman, I think I should not state what 
these rates ought to be without this determination of policy and of 
public-service costs. It seems to me that that is a very pertinent basic 
step which should be taken before particular postal rates are legis- 
lated. 

The Cuarrman. Your organization is a very profitable concern; 
is it not? 

Mr. Brumpavuen. We are in the black. We make a very reasonable, 
as a matter of fact, comparatively small, margin of profit on our busi- 
ness, sir. 

The CHatrman. Do you think the subsidy on second class should 
go to the publisher or to the reader of your publication ? 

Mr. Brumpaven. Mr. Chairman, my testimony was directed at the 
question of proper postal rates and at the determination of the fact, 
in my opinion the fact, that Life makes a profit for the Post Office 
on an out-of-pocket-cost basis, so when you talk about subsidies in 
second class, it seems to me that you are not talking about my company 
or about me. 

The CratrmMan. You are a very prominent businessman. You are 
interested in the fiscal affirs of our Government. You are interested in 
the economical operations of our Government, I presume, and inter- 
ested in reducing this tremendous deficit if we can. When the oper- 
ating costs of the Department have increased so tremendously, and 
when your advertising volume has increased so tremendously during 
the same time, do you not think it is fair that your company pay part 
of that deficit in the way of increased rates for second-class mail ? 

Mr. Brumpaven. Mr. Chairman, let me position my thinking in this 
matter, and, as you indicate, I take this matter very seriously. Let 
me position my answer to you. 

I said that I thought it was basic that there should be a determina- 
tion of policy and a determination of postal-ratemaking philosophy 
this year. I hope that that takes place, and if that indicates that there 
are substantial sums of money remaining as a deficit in the postal 
operation, I hope that postal-rate increases are enacted this year. 

Now, if you want to ask me an “iffy” question like if there is a deficit 
of several hundred million dollars remaining on a properly determined 
basis, I will try to give you an “iffy” answer, because that is the only 
way I know to deal with this problem when there have not been 
agreed on by the two Houses of Congress a determination of publie- 
service cost involved in the Post Office and a determination of postal 
ratemaking policy. 

The CuatrmMan. How much public service is in your advertising 
volume, which has increased so tremendously ? 

Mr. Brompaven. I do not know the answer to that question. 

The Cuatrman. What is the cost of Life magazine when it is sent 
through the mails on an annual basis? I am talking about the yearly 
subscription for Life. 

Mr. Brumpaven. I do not get your question. 

The Cxatrman. What is vour subscription rate for Life per year 
when it is sent through the mails? 
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Mr. Brumpaven. The basic subscription rate is $6.25, although we 
do sell of course longer term subscriptions at lower rates and we sell 
trial subscriptions at lower rates. 

The Cuatrman. What is your newsstand price per copy ? 

Mr. BromsaveH. It is 20 cents. 

The CHarrman. How much is that per year, for the record ? 

Mr. BrumpavueH. Per year it would be 20 times 52, which would 
be $10.40. 

The CHatrmMan. You get how much for 1 year’s subscription through 
the mails? $6.25? 

Mr. BrumpavueH. Approximately $6.25. 

The CuairmMan. How much on a 3-year basis? Do you give a spe- 
cial rate for that? 

Mr. Brumpaven. We give special rates from time to time. I do 
not think I know exactly what it is, sir. 

Mr. Ceperserc. Will the Chairman yield? 

The Cyarrman. Mr. Cederberg. 

Mr. Cepersera. Are you not raising your price to 25 cents? 

Mr. Brumsaven. On Life? 

Mr. Creprersere. Yes. 

Mr. Brumpaven. No, sir. 

Mr. Cepersere. I thought I saw something in the newspapers where 
you were contemplating that, anyway. 

Mr. Brumpaven. We have not announced any increase in the news- 
stand price of Life. 

Mr. Ceperserc. Are you going to announce any raise? 

Mr. Brumpaven. I do not know, sir. We are always contemplating 
such things, but I do not know whether we are or not. 

The Cuarrman. Are you contemplating any increase in your postage 
that you might have to pay ? 

Mr. Brompaven. I think, Mr. Chairman, I gave you the answer 
on that. When these basic jobs of defining this situation are done, 
if there is a remaining deficit of large amount and postal rates there- 
fore should be imposed, I hope that they are imposed and I hope that 
definition takes place this year. 

Mr. Corserr. Mr. Chairman, may I ask a question ? 

The Cuarrman. Yes, sir. 

Mr. Cornett. First of all, I think we ought to make it real clear 
that we have to fix the price for all second-class mail, not for any 
individual publication, and I wanted to direct some questions to this 
frequently mentioned matter of public-service costs; not public-service 
features that might or might not be in Life, or Time, or any other 
magazine, but that area of cost which some folks contend should be 
paid by the Treasury and others contend should be paid by the users 
of the mail. 

We had this recent bill where we determined that a certain propor- 
tion of the cost of certain items should properly be borne by the 
Treasury. At that time I asked Mr. Stans why he had used one 
figure instead of another. 

Mr. Brumbaugh brought in here some charts which are at variance 
with the estimates of the Department, and I thought, Mr. Chairman, 
that if we analyzed those a bit we might get a lot of information and 
at least get our points of view straightened out. 
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I assume that the Chair would like to increase some rates immedi- 
ately and work out this policy later on the basis of adjusted rates, 
and maybe that is all right, and if we find our answers are not satis- 
factory with eventual policy, we can correct it up or down. I wanted 
to ask Mr. Brumbaugh, if he has that chart before him, on the first 
one why would he contend that the public-service feature in the item, 
“Publications Exempt From Zone Rates,” should be listed at $20 
million, while the Department lists it only at $1.9 million. 

Mr. BruMpBavuGH, Could I get that chart out here so you can all see 
it, sir? 

Mr. Corserr. Yes. 

Mr. Brumpauen. Is this the chart you refer to? 

Mr. Corserr. Yes, sir. We have the duplicate of it here before us. 
It is the item of $20 million at the final estimate down there where the 
Department says $1.9 million. That is a tremendous variation. 

Mr. Brumpauenu. Yes, sir. The way that we got these figures was— 
and I want to be very clear about this—we took cost ascertainment 
report figures for the number of pieces in this category and we took 
cost ascertainment report figures for the average weight of mail in 
that category, and we took cost ascertainment report figures for the 
out-of-pocket cost per piece based on Mr. Stans’ estimate that the out- 
of-pocket costs in second class are about 50 percent of the total cost, 
and we took cost ascertainment report figures for revenue per piece by 
dividing the number of pieces into the reported revenue in the cost 
ascertainment report. 

Mr. Corserr. We understand that this rate does not in any way 
apply to Life, or Time, or any magazine; does it? 

Mr. BrumpaueGu. That is correct. The public-service cost per piece 
we took to be the difference between the out-of-pocket cost per piece, 
which is the lowest cost figure that I know how to assign to this, and 
the revenue actually received by the Department per piece. It seems 
to me that that cost, which is an out-of-pocket loss, is the lowest loss 
that I know anyone could properly assign to this category of mail and 
that figure turns out to be $20 million. 

That, in my mind, is an out-of-pocket loss. I do not know how else 
to interpret it. 

Mr. Corserr. Do you understand how the Department arrived at 
the figure of $1.9 million? 

Mr. Brumpauen. Yes, sir; I understand how they arrived at that 
figure. They took the special rate which this category has, which is 
not extended to all other categories; in other words, a special rate 
within second-class mail itself, and said that that item, which they 
call foregone revenue, is the only public service involved in this item. 

Mr. Corserr. In other words, the Department took the figure which 
is currently charged for that publication. Then they subtracted the 
figure from it of what is actually paid; is that correct ? 

Mr. Brumpaven. No. 

Mr. Corserr. Maybe I did not state it clearly. They took the figure 
which other publications using the zone rate would have paid and sub- 
tracted from that what the ones exempt from zone rates actually paid 
and then they come out with $1.9 million. 

Mr. Brumepaven. That is correct. 
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Mr. Corserr. And your contention is that they should have sub- 
tracted from the total amount of estimated loss had it been sent at the 
full rate? 

Mr. Brumpavuen. I contend that the difference between the revenue 
and the out-of-pocket cost on that category is the lowest public-service 
cost that should be assigned to the category, particularly in view of 
the fact that there are no rate increases proposed for this particular 
class of mail. 

Mr. Corsetrr. This comes right down to the thing we fouled up on 
last year in trying to implement the policy statement. 

Maybe if we took the chart on free-in-county this thing could be 
made clear. 

We just passed a bill the other day out of this committee which 
would have allocated the free-in-county loss to the Treasury rather 
than to the users of the mail. But your contention is that we should 
have allocated $6.6 million instead of $839,000 ? 

Mr. Brumpavenu. That is correct, sir. This is an out-of-pocket loss, 
which means in its basic definition that the Department spent $6.6 
million to handle these items which it would not otherwise incur if it 
were not handling these items. 

Mr. Corsett. This question came up while we were considering that 
bill, as to why we did not take $6.6 million, because that is what the 
Post Office actually paid to deliver that mail rather than the amount 
the Post Office would have received had they charged them second- 
class rates. 

Mr. Brumpaven. That is correct, sir. 

Mr. Corserr. Mr. Porter, that was the point you were making at 
the time. 

Mr. Porter. Yes. 

Mr. Brumpaven. As you probably know the fully allocated cost 
figure for that classification is over $13 million, but I have taken the 
lower figure, which is the out-of-pocket cost. 

The Cuarrman. I understood Mr. Porter was using the fully allo- 
cated cost. 

Mr. Corserr. He wanted to use $13 million. 

The Cuatrman. That is right. 

Mr. Brumpaucn. May I make one further reference to this partic- 
wlar point, which I think is important. 

I refer to the booklet gotten out by the Post Office Department on 
March 31, 1954, entitiled, “Financial Policy for the Post Office Depart- 
ment.” In that publication they in effect agreed that there were fur- 
ther losses in these various classifications which they said they had not 
determined, and reading from page 23 of that booklet, it says : 

Expenditures for subsidies for postal service pursuant to law or legislative 
policy of Congress. 

It says: 


Mail subsidies are not specifically so named or identified by statute and, 
therefore, a definition is first required. The Post Office believes postal sub- 
sidies may be created in either of two ways: 

(i) Identified or intraclass subsidies—By granting of a preferential rate to a 
specific category of users, below the usual rate for the class; for example, 
“exempt” rates to certain nonprofit institutions on free mail to the blind. 

(ii) Class subsidy.—By the fixing of rates for a class of mail below the jus- 
tified by rate differentials reasonably appropriate to recognize the intangible 
service factors; for example, the present low rates on second-class mail. 
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On the next page they define the first category substantially as they 
have since defined it. 

Mr. Corzert. Then this is true for second class. Let us say we have 
a subsidy for the whole class. Then for the newspapers within the 
country we have asubsidy on top of a subsidy ¢ 

Mr. Brumpaucu. We havea total subsidy there; yes, sir. 

The Cuarrman. How in the world do you get that 1.7 on out-of- 
pocket cost per piece for free-in-county? You already have your post 
office there in the county. You already have your rural routes there 
in the country. How do you get an out-of-pocket cost of 1.7 there for 
free-in-county ¢ 

Mr. Brumpaveu. Sir, the Post Office Department has computed a 
figure for the out-of-pocket costs of second-class mail. 

The Cuatrman. How do you get the out-of-pocket cost? You have 
your rural carriers. You have your postmaster. They are paid. 
What constitutes your out-of-pocket cost for your free-in-county, then, 
to make it $6.6 million ¢ 

Mr. Brumpaven. The Post Office Department, as I say, has com- 
puted a figure of 50 percent of total costs as out-of-pocket costs for 
second-class mail. 

The Cuarrman. I am talking about this free-in-county now, not 
about the general picture. 

Mr. BrumpaveH. I have to set this basis and then I will try to an- 
swer your question as best I can. The Department in effect has said 
said that such a basis was proper for rate setting. Now, in spite of 
that fact the Post Office, which has computed the highest figure for 
out-of-pocket costs of anyone who has studied the problem so far as I 
know, has never taken that basis and set it down to compute the out-of- 
pocket costs for specific items. 

The Cratrman. That is my question. How do you get, then, that 
out-of-pocket cost for free-in-county? There is no increase in trans- 
portation. ‘There is no increase in the maintenance of your post 
offices in these counties. How do you get it? 

Mr. Cornett. May [I interrupt, please? 

The CuHarrman. All right. 

Mr. Corserr. I am just trying to find out the facts here. The De- 
partment said that the actual cost of delivery was $13 million, did they 
not ? 

The Cuarrman. That is the overall cost of everything. 

Mr. Corser. I thought that was the free-in-county. 

The CxHatrman. Allocated costs. 

Mr. Corsett. Is not what he is showing here only 50 percent as 
much as the Post Office Department says ! 

Mr. Beten. Except in the case of free-in-county it just does not ap- 
ply. The figure, as I understand it, applies across-the-board to second 
class, but when you get to free-in-county and want to use his theory 
of out-of-pocket cost there just isn’t any. 

Mr. Brumpaven. There isn’t? 

Mr. Been. Virtually none. 

Mr. Corsert. Where. did the Post Office get this figure? The 
allocated cost was $15 million. 

Mr. Beten. That is a different thing. The route is going and has a 
certain percentage of newspapers on it, a certain percentage of letters, 
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and so forth. They take the cost of the route and divide it up on those 
percentages. 

He is using the idea that the route is going anyway. He is talking 
about out-of-pocket costs as far as his publication is concerned. 

Mr. Corsetr. Maybe I would rather use Mr. Porter’s figure of $13 
million in trying to figure it out, because that is the fully allocated cost 
and this is only half as much. I understand what he means by out-of- 
pocket cost, but I think he has cut his argument in half. 

Mr. Bexen. I do not believe he can demonstrate it applies on free- 
in-county mailing. 

Mr. Brumpaveu. May Mr. Ingels speak to this particular free-in- 
county problem ? 

The CHamman. Yes. 

Mr. Incevs. Mr. Chairman, we have a great deal of testimony from 
the Post Office Department on their belief in the validity of the allo- 
cations of cost within the cost. ascertainment report. 

In schedule 100A, sir, of the cost ascertainment report, they show 
an allocated total expenditure for free-in-county, of $13,329,107. 

Mr. Corserr. Would you repeat that? 

Mr. Ineets. $13,329,107. 

In table 24 they show the total amount of pieces of free-in-county 
mail, which is 386,900,000. If we divide the 386,900,000 into the 
$13,329,107, it comes out to 3.4 cents a piece, and we have taken their 
recommendation that the out-of-pocket cost of handling that is a 
half, approximately, so thus it becomes 1.7 cents a piece. 

The Cuarrman. Out-of-pocket costs would not apply to the free-in- 
county like you said at all. 

Mr. Beten. They did not make any specific recommendation on all 
free-in-county. 

Mr. Incets. It shows that a local postcard is almost 3 cents to handle 
right here in the cost-ascertainment report. 

The Cuarrman. That is not free-in-county. 

Mr. InceEts. It is a piece of mail that is mailed locally to be han- 
dled. It is the smallest piece of mail that goes through their own post 
office and it shows a postcard costs about 3 cents to handle. 

Mr. Crperserc. If we did away with all second-class mail how much 
money would we save ? 

Mr. Incets. That is the statement of 50 percent. 

Mr. Ceperserc. I thought I had the figures here, but I do not be- 
lieve I have. Roughly it is one hundred fifty-million-some-odd 
dollars. 

Mr. Incets. That is correct, sir. 

Mr. Cepersera. That is out-of-pocket cost ? 

Mr. INcets. That is right. 

Mr. Crperserc. If we were to recover all of the out-of-pocket costs 
we would have to charge a great deal more for second-class mai} than 
we do now. 

Mr. Incets. That is correct, sir. 

Mr. Creperserc. How much of the out-of-pocket cost do we recover ? 

Mr. INcets. Now, sir? 

Mr. Cepersera. Now. 

Mr. Incets. For overall mail? 13 

Mr. Creperserc. For overall second-class mail, $60-some million. 
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Mr. Incexs. You have $66 million of revenue and approximately 
$150 million of out-of-pocket expenditures, so that would be some- 
where in excess of 40 percent. 

Mr. Ceprrserc. What isthe difference ? 

Mr. Incets. A little more than 40 percent. 

Mr. Cepersere. If this rate bill went into effect as proposed, how 
much more revenue would that increase ? 

Mr. IncExs. $33 million or $34 million I believe. 

Mr. Creperserc. So in second-class mail we have $150-some million 
in out-of-pocket costs, we have revenues of $66 million, and we would 
increase this by approximately $33 million. 

Mr. Incets. So you would now have $100 million. 

Mr. Creperserc. Roughly $100 million, so it still would not recover 
$50 million approximately of out-of-pocket costs. 

Mr. Incers. That is correct, sir, and what we are trying to explain 
is, that is a public service cost, because, sir, in free-in-county this rate 
bill does not propose to raise any funds at all. Therefore, out of your 
$50 million, $6.6 million is right there. There is $20 million in the 
exempt publications. For example, the 5,000-or-under circulation 
newspapers, an exemption in the bill, would leave about $8 million, 
em the fact that so many pieces go through at an eighth of a cent, 

a very small fraction of a cent. “and when you go through it, then 
the remaining $50 million, you can pretty well account for that be- 
cause this rate bill does not attempt to adjust that. 

Mr. Creperserc. With the overall total cost as per the cost-ascertain- 
ment figure for second-class mail, not out-of-pocket cost, according to 
cost ascertainment, how much does it cost to handle second-class mail ¢ 

Mr. Ineets. It costs $297 million. 

Mr. Cepernerc. $297 million is what it costs according to the cost- 
ascertainment system to handle second-class mail. 

Mr. Ineexs. Yes, sir. 

Mr. Ceperserc. That includes the out-of-pocket cost ? 

Mr. Ineexs. That is right. 

Mr. CeperserG. It includes all of it. We receive $66 million of that 
$297 million cost. That means as a practical matter there is a deficit 
there of some two-hundred-some-million-dollars in second-class mail. 

Mr. Incexs. That is correct. 

Mr. Lesinskt. Would you yield? 

Mr. Cepersere. Yes. 

Mr. Lestnskr. Do not forget to keep in mind that only half is al- 
located. Actually $200 million is double. 

Mr. Ceperserc. I am using the full figure. 

Mr. Lestnsxk1. The full figure? 

Mr. Creperserc. Yes. 

Here we are sitting with a class of mail that has a cost, according 
to the cost-ascertainment system, a system which has not been disputed 
by many fine accountants as to its merits, of $297 million. We only 
pick up $66 million, so we have a deficit of $230 million. All we are 
saying is that with this increase in the rates to second-class users we 
are still only going to pick up $33 million. 

Mr. Ineets. The whole point of our presentation, sir, starts with 
the question : Why do we have this large loss ¢ 

We think that’ the answer is in the historical rate structure. We 
know that rates are based entirely on weight. Why is it, sir, that when 
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we go to what to us is a drastic increase, as in 1 year or within 4 years, 
60 percent, which means that costs go up much differently than any- 
thing else in industry, we can only collect $33 million? _ Tt 

Mr. CrperserG. The only reason that I can say that in my opinion 
I do not feel that this is a drastic increase is because that it has not 
been keeping pace with other increases throughout the years of other 
items that you have as far as expenses of your organization is con- 
cerned, if my records are correct, and according to a letter you sent 
to your stockholders in January of 1957, and I would like to quote 
from it. Youare well aware of it. 

The CuarrMan. Yes, sir; you may quote from it. 

Mr. CrepersBerG (reading) : 

Ordinarily we would not be reporting on a business year just closing until 
our outside auditors had completed their audit of our accounts. The outside 
audit has taken 2 or 3 months to complete in the past and will again this year, 
but this has not been an ordinary year, but extraordinary year for our business, 
and so we feel it is in order to give you an advance report to the extent that 
we can on how our company has done in 1956 and what it is doing currently. 

The most important thing about the year is that 1956 was the best year that 
Time, Inc., and its magazines ever enjoyed. We estimate our net profit for the 
year 1956 at approximately $6.75 per share, exclusive of the capital gains on the 


liquidation of our Houston Oil Co. stock, as compared with $4.72 per share 
in 1955. 

We will not try to report on progress of all our several magazines except to 
say that it was of course profits derived principally from our magazines that 
made 1956 our best earning year. Time, Life, Fortune, and the international 
editions of Time all set new earning records. 


A historical footnote to our special letter of 19 years ago. We believe that 
the level of earnings attained by Life in 1956 has never been equaled by any 
other magazine in the history of publishing. 

Then it goes on to tell what a wonderful year it was. 

Mr. Corserr. Mr. Cederberg. 

Mr. Cepersera. I have the floor. 

Mr. Corserr. No. I had the floor and yielded. 

Mr. Ceperserc. I will give you back the floor, and we will go into 
this. 

Mr. Corserr. Fine, because I wanted to pursue this a little bit 
more. 

Mr. Cepersere. I think this is material. 

The CuarrMan. Let Mr. Cederberg finish that inquiry. 

Mr. Crpersera. I just say there is a full spread of your magazine 
saying what happened to magazines in 1956. It was the greatest year 
for magazines and for Newsweek the biggest year yet. 

Look magazine came out, and I realize this is not your publica- 
tion—— 

Mr. Brumsaueu. Neither is Newsweek, sir. 

Mr. Ceperserc. This was Newsweek. All right. So it is not con- 
fined only to your publications. They have had great years. 

Here is Look, which is anticipating a rate increase in second class 
and so advising their customers. Evidently they do not consider the 
rate increase too significant because they are gomg to give their sub- 
scribers 3 years publication of their magazine beyond their present sub- 
scription rates even if the rates go up. I recognize that you are not 
going to argue this point with me at all. You are not going to argue 
this point with me because you have already taken an entirely different 
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approach. You realize that this one would not stand up. The eco- 
nomics of this would not stand up. 

If we based it on this we would certainly have to increase your 
rates probably even more than in this particular bill, so you are tak- 
ing the tangent, and there is some degree of merit in it, that there is 
more public service every year, but with this public service as the 
magazines increase their profits the deficit of the Post Office goes up. 
There is no parallel. Do you not think we ought to have some par- 
allel there where the Post Office can share some of this public service 
that you are talking about where you receive private service as well ? 

Mr. Brumpaven. Mr. Cederberg, maybe we are talking about ques- 
tions of degree here. I made it very clear earlier I believe that my 
company was not pleading inability or unwillingness to pay proper 
postal rates. 

The CHamman. Let me ask you this: You have to pay more for 
wages than you did 10 years ago; do you not? All your expenses have 
increased and you know that this postal increase has been tremendous 
in the cost of operation over the past 10 years. Why do you not ex- 
pect to have to pay a similar increase in your postage as you have to 
your labor, and in your transportation, and in the cost of your paper, 
and in all the other operations of your business? I am surprised that 
you, an outstanding businessman, would come here and make the kind 
of argument you are today. 

Mr. Brumpavenr. Mr. Chairman, I would like to position that. We 
have some very fine research work going on in our company, and we 
have tackled the problem of rising costs on the paper and printing 
front, and I assure you that we have done so with great success and 
that the amount of increase in our paper and printing costs during 
this period would be surprisingly low. 

The Cuarrman. How much has been your increase in cost of paper 
over the last 10 years? 

Mr. Brumpauenu. Mr. Chairman, please let me 

The Coarrman. Answer that question. 

Mr. BrumpaveH. What is your question ? 

The CuHarrman. How much has been the increase in the cost of the 
paper you purchase for your publications, from 10 years ago up to 
today ? 

Mr. Brumpaven. From 1948 until 1956 the cost of a page in the 
magazine has gone up less than 10 percent, the paper cost. 

The Cuatrrman. How much would your paper cost today as com- 
pared to 10 yearsago? 

Mr. Brumpaven. Obviously our volume is up, Mr. Chairman, but 
the cost of a page in the magazine for paper is up only approximately 
10 percent. 

The Cuarrman. How much increase has there been in your hourly 
wage for labor in the last 10 years? Ah 

Mr. Brumpaven. We buy our paper and we buy our printing out- 
side, generally speaking. 

The Cuarrman. How much has your printing cost increased in the 
last 10 years ? 

Mr. Brumeaver. On a unit basis, Mr. Chairman, which I believe 
is the only proper way for examining such a thing, the cost of the 
printing in Life in 1956 was lower than it was in 1948. 
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Mr. Cepersera. Will the chairman yield ¢ 

The CuatrMan. Yes. 

Mr. CreperserG. Why did you raise your advertising ratest I know 
why ; but I would like to have you tell me. 

Mr. Brumsaven. We raised our advertising rates because many of 
our costs of publishing have increased. 

Mr. Crperserc. And because your volume has increased, so your 
advertiser is getting more for his money. 

Mr. Brumpaveu. Of course as we increase our circulation we in- 
crease our advertising rates per page, but the increases which we have 
made have been much more in line with the circulation increases than 
they have been in the per unit increase. 

Mr. Corserr. Mr. Cederberg, might I ask you a question, since I 
have the floor ? 

Mr. Cepersere. Yes. 

Mr. Corserr. I would like the gentleman to tell me if he is in favor 
of setting some special postage rate for Time, Life, and Newsweek, 
and some other rate for other publications. What. are we discussing 
here? A proper rate for second class, or a proper rate for certain 
magazines ¢ 

Mr. Ceperserc. I think we have to take all of them into considera- 
tion and that is what we have done here. I think that is why you 
are only raising the rates 15 percent a year for 4 years. I do not 
think you can set rates on ability to pay, because they do not set 
their revenues on ability to pay or necessarily on costs. It is on the 
service that they render. 

Mr. Corserr. I am glad the gentleman assures me that he is think- 
ing of all publications in second class, not just those that happen to 
be profitable. 

Mr. Cepverserc. Absolutely. 

Mr. Brumpaven. Mr. Cederberg, may I position this question that 
you have raised? My first statement was that our company is pre- 
pared to pay proper postal rates, and this, it seems to me, is directed 
at the question of what are proper postal rates. 

Mr. Corrett. I am going to viel the floor if I get a chance. 

The CruatrmMan. One question. Of course you have made extraor- 
dinary profits because of low postal rates. 

Mr. Bireagaa tart: That is the exact point to which I wish to address 
myself, Mr. Chairman, please, sir. I want to say that we have not 
made inordinate profits. I would like to point out that im 1948 our 
company made 6.9 percent on its gross revenue. ‘That was in 1948. 1 
assure you that is a smaller rate of return on gross revenue than is 
produced by many manufacturing industries. 

The CHatrMan. What about this past year ? 

Mr. Brempavenr. All right, sir. in 1949 that figure was 5.3 percent. 
In 1950 it was 6.3 percent. In 1951 it was 4.9- percent. -In 1952 it was 
5.0 percent. In 1953 it was 4.8 percent. In 1954 it was 4.5 percent. In 
1955 it was 4.6 percent, and in 1956 it was 6.0 percent.. And I submit, 
sir, that they are not inordinate rates of profit and that we have not yet 
gotten back in 1956 to the profit rate which we had in 1948, which was 
itself, it seems to me, a reasonable rate of profit. 

Mr. Creperserc. How much js a share of Time, Inc. stock? How 
much is it worth? What is it selling for at the going rate? 

Mr. Brumpaven. It is selling for approximately $70 a share. 
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Mr. Ceperserc. At the present time on the open market ‘ 

Mr. Brumpavuen. Yes, sir. 

Mr. Ceperserc. And you get a $6.75 return ? 

Mr. BrumpaueGn. $6.75. 

Mr. Cepersera. A share ? 

Mr. Brumeauen. The dividend rate is much lower than that; about 
half that. 

Mr. Creperserc. That is what you desire to distribute to your share- 
holders. That is entirely a matter that is up to you. 

The CuatrMan. Mr. Porter. 

Mr. Porrer. I wanted to make two brief comments. One was that 
I am glad to hear my colleague say that you do not believe ability to 
pay should be used as a measure for ratemaking. 

Mr. Cepersere. I never did. 

Mr. Porrer. I wonder if you would apply that also to first class 
rates. 

Mr. Ceperserc. I certainly would. 

Mr. Porrer. My second comment is I do not think ability to pay has 
anything to do with this question except so far as taking second class 
as a whole it would lead to a diminishing return in the Post Office 
and I do not think these witnesses are testifying about, nor has any 
witness yet testified about that very important point, where do you 

‘aise the rates so high that the Post Office gets less. We have heard 
some witnesses make some statements about that, but we have no proof 
on that point, so I think that is largely beside the point, your inquiry 
as to what Time and Life are making or not. 

Mr. Ceperserc. I completely agree with you that what the traffic 
will bear, as you said yesterday, should be no criterion in setting rates, 
because if that were the basis we would raise all of these rates much 
higher, including first class. You can say first class could pay 5 to 
10 cents. 

The Cuatrman. Mr. Rees. 

Mr. Rees. One question: What percentage—we are talking so much 
about postage cost here—of your total cost is second-class postage ? 
To put it another way, how much is your second-class postage? What 
is your figure ? 

Mr. Brumpaveu. Our second-class postage is about $9.5 million. 

Mr. Rees. And what is the total cost of running your business? 

Mr. Brumpaven. The total cost of running the publishing part of 
the business 

Mr. Rees. The whole thing. 

Mr. BrumpavueH. Would be, oh, perhaps $180 million. 

Mr. Rees. About $180 million ? 

Mr. BrumpavueH. Yes, sir. 

Mr. Rees. So we are talking about $9 million out of $180 million. 

Mr. BrumpaueH. Yes, sir. 

Mr. Porter. What was it 10 yearsago? Can we have the percentage 
for 10 years ago? 

Mr. Brumpavuen. Mr. Porter, I do not know what that figure would 
have been 10 years ago. I would be glad to supply it for the record 
if you would like to have it. 

Mr. Porter. We find that almost no witness knows the total cost 
of his operation years ago and you are apparently no exception, but I 
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think it would be interesting to us to see whether your second class 
percentage is much less now. 

(The information is as follows :) 

The total expenses and second-class postage for our publications in 
existence in both 1949 and 1956 are as follows: 


1949 1956 
Publishing expenses__.__._.___.-.-.----.-----.- $115, 000, 000 $178, 600, 000 
Seecud-clases' postage... oi Sa as $5, 600, 000 $8, 500, 000 
Percent . DONA BO ssn << ok nS Acteittontdenente= 4.9 4.8 


The CuatrMan. How much inerease has there been in your execu- 
tive salaries the last 10 years? 

Mr. Brompavuen. Mr. Chairman, I do not know how. to, answer 
that question, but I believe that. Mr. Luce’s salary was $70,000 10 years 
ago and it is $75,000 now. 

Mr. Lxestnsk1. How many copies of your magazine do you put out 
for your total second class cost of $9.5 million ? 

Mr. Brumpaucu. Let us take Life, which is about $7.4 million in 
postage and the number of copies. per issue mailed are about 4.8 
million, I believe. 

Mr. Lestnsxt. 4.8 million, Thank you, sir. 

Mr. Rees. Just one question: We are'talking here now about 5 per- 
cent of the total cost of your operation, for second-class mail. 

Mr. Brumpauen. Yes, sir. 

Mr. Rees. $9 million is 5 percent of $180 million. That is correct, 
is itnot? 

Mr. Brumpaven. That is about right. 

Mr. Rees. So what you are objecting to here is a little increase on 
this 5 percent of the cost of our operation ; is that not right? 

Mr. Brumpavuenu. I do not believe so; no, sir. You are coming 
down again to the question, I believe, of ability to pay. The 5 per- 
cent happens to be very close to our profit margin, does it not? 

Mr. Rees. Five percent of your whole operation. 

Mr. Brumpaven. I am pointing out that postage is a very much 
greater percentage of our profit margin than it is of our total cost. 

Mr. Rees. Your labor is part of your cost, and other things are also. 

Mr. Brumpauen. That is correct. 

Mr. Rees. I am just thinking that what you are really talking about 
is this 5 percent. 

Mr. Brumpavueu. When an item goes up by a large percentage it 
really does things to your profit margin. 

Mr. Rees. However, it is only a percentage of the 5 percent, is it 
not? Is that not right? 

Mr. Brumpauenu. Of course. 

Mr. Rees. That is what I thought. 

Mr. BrumpaueGH. Again the question here I believe is not ability 
to pay, but what are proper postal rates. 

The Cuarrman. Let me just put this in the record: In 1940 the 
price of your magazine was 10 cents. In 1946 it was 15 cents. . Today 
itis 20 cents. That is correct, is it not? 

Mr. Brumpaven. 20 cents on the newsstand. 

The Cuarmman. In 1940 1 year’s subscription was $4.50. In 1946 
it was $5.50. Today it is $6.75. The price of your advertising has 
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one up per 1,000 circulation from $2.40 in 1940 to $2.51 in 1946, and 

3.63 is the latest figure we have on it. 

Mr. BrumpaveH. $3.63 is what? 

The CrHarrman. The latest figure on the basis of 1,000 circulation. 
In 1940, 39 percent of your total circulation of Life went through the 
mails. In 1946, 56 percent went through the mails. The most recent 
figure we have is that today 82 percent of your entire circulation’ is 
going through the mails. 

Mr. Brumpaven. Ata profit to the Post Office. 

The Cuarrman. I am talking about your circulation. 

In 1940 your proportion of total circulation which was sold by 
newsstands was 61 percent. In 1946 it was 43 percent. Today it is 
17 percent. Do you dispute those figures? 

r. Brumpavuenu. I would have to have them checked before I would 
agree with them, but I have an idea that they are not substantially 
wrong and I say it is a pretty good thing for the Post Office. We are 
a fairly good customer it seems to me. 

The Cuatrman. That shows how much your increase amounted to 
going through the mails because of low postal rates. 

Mr. Brumpaveu. Mr. Chairman, this again addresses itself to the 
question of ability to pay, I believe. 

Mr. JoHansen. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 

Mr. Jowansen. On that matter of ability to pay, as I understand it, 
your whole position is that you are not arguing against a postal rate 
increase because of inability to pay. 

Mr. Brumepaveu. That is right. 

Mr. Jonansen. If the Congress should enact the increases in sec- 
ond class mail proposed in this bill would it be necessary for your 
magazines to increase their subscription rates ? 

Mr. Brumpaven. It would be necessary for us to get some more 
money from some source, Mr. Johansen, in order to maintain a proper 
profit margin. 

Mr. Jonansen. To that extent then from your viewpoint there is a 
factor of ability to pay in the sense that increased costs resulting from 
increased rates would in your judgment necessitate an increased sub- 
scription rate ? 

Mr. Brumpaven. I think we will get more money either from sub- 
scriptions or advertising or both. 

Mr. JoHansEN. Do you have any idea how much an increase in 
subscriptions would be necessary to offset this increase in rates? 

Mr. Brumpavucu. The increase in rate on Life would be Lahey a 
$4.5 million, so I believe in the roughest possible terms that would be 
$1 per subscriber, which would be what? 2 cents a copy, would it 
not ? 

Mr. Jonansen. Would your increase in subscription rates be only 
from the increased postal rates ? 

Mr. Brumpaven. Mr. Johansen, I do not believe that we can be so 
specific about the ultimate effect on prices of an increase in postal 
rates. 

Naturally we are working on reducing our costs, printing, paper, 
and other items, as I have indicated before, and we are constantly 
working on getting and maintaining proper profit margin and when 
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we operate on the pricing thing we take into account all of the 
various items of pluses and minuses that are taking place in our 
economy. 

Mr. Jowuansen. So that any subscription increase would take into 
account all of the factors of cost, not alone the factor of the postal 
rate increase ? 

Mr. BrumBaueH. Quite properly ; yes, sir. 

Mr. JoHansEen. Then it would not be fair to say or imply to the 
public that the increase in subscription rates was due solely to the 
postal rate increase ¢ 

Mr. Brumpaveu. Solely? 

Mr. JoHansen. That isright. 

Mr. Brumpaueu. Sir, we have not said anything like that. I can- 
not imagine under what circumstances we would do so. 

Mr. JoHansen, However, you have implied, it: seems.to me, some- 
thing like that in this mailing. 

Mr. CeperserG. That is not theirs. 

Mr. JouHansen. I beg your pardon. 

Mr. Brumpaven. That is a separate company. 

Mr. JowansEn. I realize that. Let me put the question this way: 
Would you be willing to give us the same assurance that was given 
yesterday by the representative of the Reader’s Digest, and I do not 
mean to make any invidious comparisons—they are both excellent 
magazines—that in the event of such an increase you would give pub- 
lic notice that it was due to a combination of factors of which postal 
rates Was only one ¢ 

Mr. Brumsaveu. Sir, I have no idea how we would handle a pub- 
lic announcement and an announcement to our subscribers and to our 
potential subscribers about an increase in our subscriber rates. I just’ 
do not know how we could do that. You are asking me to look for- 
ward over a — of time and describe how we would position an 
increase in subscription rates. It would depend on the circumstances 
at that time, whom we were talking to, what seemed to be a proper 
explanation of the increases. Postal rates might or might not be men- 
tioned. I haven’t the slightest idea. 

Mr. JoHaNnsen, May I ask you one other question, and if you feel 
it is unfair I will withdraw it, because I want to be fair to you. 

Would you as a general oe feel in announcing a subscrip- 
tion increase and explaining it that all of the’ factors ought ‘to’ be 
recognized in any public explanation? If you feel that is an unfair 
question in that it is asking you to make a statement of policy in ad- 
vance of the facts, I won’t press you. What I am concerned about is 
the fact that there is a tendency with respect to the postal rate mat- 
ter—I am not saying that is demonstrated so far as you are concerned— 
to sometimes make the Congress the whipping boy for a combination 
of factors of which the action of Congress may be only one. 

Mr. Broumpaven. I really do not know, sir, how we would position 
an increase in subscription rates if we were having one. 

The Cuarrman. Let me ask you this question: Are these figures 
correct? In 1940 you were charging in Life magazine for advertising, 
for a black and white page, $8,550. In 1946 you were ‘charging 
$14,500 for the same page. Your most recent charge per page is 
$20,350. These are figures taken from the Magazine Circulation and 








478 READJUSTMENT OF POSTAL RATES 


Rate Trends, 1956, published by the Association of National Adver- 
tisers, Inc. 

Do you dispute those figures? 

Mr. Brumpaucu. Mr, Chairman, I would be very happy to have 
your figures audited. I do not have all of those figures with me, but 
I am very proud to say that the circulation of our magazine has in- 
creased quite a lot during the period that you are talking about. 

The Cuarrman. I am talking about your advertising rates. 

Mr. Brumpavueu. And that naturally as we increase the circulation 
of our magazine we increase the advertising rates proportionately. 

The Cuatrman. Should not the same philosophy apply to postage 
rates when there is such a tremendous increase in the cost of the De- 
partment ? 

Mr. BrumpaucH. I assure you that when we send 4% million copies 
of Life through the mails instead of 3 million copies of Life through 
the mails that our postal bill goes up. I do not believe there is any 
question about that fact. 

The CHarrman. That is natural, since you have increased your 
eR through the mails from 30 percent in 1940 to 82 percent 

ay. 

Mr. Brumsaveu. I think the Post Office has a real good customer. 

The Cuarrman. Mr. Hemphill. 

Mr. Hemputti. I want to ask a couple of questions, 

You were testifying the other day, and Mr. Cretella, who is not 
here this morning, asked you about postal rates changes for public 
service. What statement of postal policy to public service would you 
have included im postal policy ? 

Mr. Brumpaveu, What statement as to the public service cost 
would I have included ? 

Mr. Hempuiu.. As part of the postal policy that you say we need 
so badly. 

Mr. Brumpaven. The is a pretty tough question. I have not 
drafted what I thought was a proper statement of the public service 
cost in the Post Office. I believe that matter is under consideration 
in the Senate. I assume it is under consideration by your committee, 
and I believe that a great many people may testify about some part of 
it, and certainly I am not competent to draft a complete statement of 
what would be a proper bill in that respect. What I have done here I 
believe is to demonstrate very conclusively that the Post Office De- 
partment had not properly faced up to the amount of public-service 
costs that is involved in the second-class mail or in the carrying of 
free-in-county newspapers and other publications of very lightweight 
at very low rates which I think is a proper thing for the Post Office 
Department to do, according to the policy of the Congress, and I do 
not object, to that being done, I assure you. 

I would not want any of my statements made here to be interpreted 
as an attack upon low piece rates or low postal rates given to these 
various magazines and pamphlets and newspapers going through the 
mails, 

Mr. Lestnsxr. Will you yield? 

The CuHatrmMan. Do you want to yield to Mr. Lesinski? 

Mr. Hemrenu. All right; so long as he doesn’t make a speech. 

Mr. Lestnskr.- No, sir, that is one thing I won’t do. 
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Taking your own figures that you presented on exhibit A, you men- 
tioned your first, second, and third class total expenses of transporta- 
tion, miscellaneous adjustments, and so forth. You mentioned the 
total number of pieces in second class of 6,825,064,901 and the total 
number of pieces in the first class of 28,713,339,725. In your trans- 
portation you do not quote the figures of pounds, which in first class 
is 804 million and in second class it is 2,582 million, and still to rail- 
roads they are charged $61 million in each for transportation where 
you have three times as much in weight in second as in first. 

As you have stated yourself that transportation by rail is figured 
by piece and by pound both. How is it first class has only 804 
million pounds and second class 2,582 million pounds that they charge 
approximately the same amount for rail as they do for first ? 

Mr. Incets. May I try to tackle that one, sir? 

Mr. Lesrnsx1. Go ahead. 

Mr. Incexs. In the first place we have a differentiation in railroad 
transportation, sir. We have the RPO cars, which are those where 
the railway clerks sort, and therefore you carry a much smaller 
amount of mail than you do in these storage cars where sortation is 
not required to arrive at destination. The bulk of second-class and 
third-class mail is not sorted in RPO cars and goes in straight storage 
cars, whereas the bulk of your first-class mail goes in RPO cars, which 
is far more costly, and that is.one of the basic reasons why first-class 
mail is allocated more through the cost-ascertainment system. 

Mr. Lestnsx1. If that argument holds true, in the third class you 
have 892 million pounds against first class of 804 million pounds, and 
they only charge $32 million against the first class of $61 million. 

In other words, they charge only one-half and a lot of third class 
can be considered bulk, and second class, because it is precanceled, and 
prefaced, and so forth and simply goes to destination as your second 
class does. 

Mr. Incets. These figures come directly from the cost-ascertainment 
report. This is a direct result of the system. There is nothing in these 
figures that does not come right out of the cost-ascertainment report. 

Mr. Lesinsx1. Taking the Postmaster General’s figures in his state- 
ment of last year, for 1955 there was a total income of $2,363 million. 
He said that in first class the average carrier carried 17 percent first 
class, and 58 percent was magazines and papers. 

Allocating that according to the cost and the amount of handling 
necessary, 17 percent of $2,363 million is $402 million. For second- 
class magazines and papers, allocating 58 percent. of that is $1,359 mil- 
lion, and taking one-half, which is of course, as you say, service, it 
would cost the Department on those figures $678 million to handle 
second-class mail and actually you have a total income in second class 
of $70 million. 

Mr. Incets. Was that weight, you said, 17 percent? 

Mr. Lestnsx1. That is the way he figured in a pouch that a mail 
carrier has to carry. It did not specify as to weight or pieces. 

Mr. Incets. I think that is quite important. I am no expert on 
the postal operations, but I know that a good part of the carrier’s job 
is to sort down his route before he goes on it, so I would think it would 
be quite important to know what the percentage of pieces the carrier 
is carrying because that is certainly a part of the cost of his operation. 
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Mr. LestinsKi. That is a very good question, because the number of 
pieces in first class mail is 40 pieces to a pound approximately, or 
more; 40 pieces to a pound is $1.20. Here you can send a 1-pound 
magazine or 1 cent. 

Mr. Ineets. That is what we have been trying to say, that the 
piece is far more important than the pound, because in the Post Office 
Department from the time you mail, regardless of what class of mail 
it is, to the time it reaches the recipient, it must be handled, and sorted, 
and resorted many many times, sir, and that is the innate basic cost 
of the service. 

Mr. Lestnsxr. All right, but in the cost per route of a carrier costs 
twice as much to handle a magazine as a regular letter. Then on top 
of that, the routes, you have additional 20 percent increase of cost on a 
route because of the fact of your routes being heavy and additional 
trucks are needed to carry the mail to a drop box. 

Mr. Incets. Yes, sir. 

Mr. Lestnsx1. So there are additional expenses there. What I am 
driving at is this: As far as these allocated costs for your second and 
third, there is some basis to the argument which you have given us, 
but is every portion of the expense considered in handling that mail? 
That is something I am concerned about. 

Mr. Incets. So far as we know, the Post Office Department has 
come here and testified again and again that they believe in their allo- 
cation system. I would ‘like to say that in Mr. Stans’ testimony here 
last. March 27—I have here the reporter’s transcript of that, and this 
transcript—from page 441 through page 445 he gives reason after 
reason within this allocation where he believes that second- and third- 
class mail are actually being forced to pick up a part of the allocation 
of premium time for the workers, for special pickups, for all sorts of 
things. 

Mr. Lestnsxt. They should, when you have a magazine that calls for 
preferred service that is the same as first class and second class. That 
is for time value. 

Mr. Brumpaveu. You know, much has been made of the fact that 
the cost-ascertainment report was the last word in cost accounting. 
Here is testimony by the Deputy Postmaster General, I believe, which 
says that it is too much trouble to do this cost accounting right, but he 
named specifically items adding up to at least $150 million which he 
said were incurred primarily or entirely for the purpose of handling 
first-class mail and which he said were allocated over first-, second-, 
and third-class mail. 

Mr. Lestnsxt1. In answer to that, sir, the Postmaster General and 
Mr. Stans back in the first part of the 83d Congress had accountants 
go over the cost-ascertainment system, and they swore by it at that 
time, and from your own testimony you have said that you had told 
the Post Office Department they were wrong and since then they have 
changed their minds about these things. Evidently you have per- 
suaded them. 

Mr. Brumpaver. I am very happy that I had some influence upon 
the Post Office Department. 

Mr. Hemrntit.. We talked a minute ago about public-service cost. 
Do you feel that there are certain public-service costs which have been 
allocated against your particular publication which should not have 
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been allocated to cost of delivery service for those publications through 
the mail? 

Mr. Bromsaven. Mr. Hemphill, I do not know the answer to that 
question. It is a little too tough for me this morning. 

Mr, Hemruiy. Of course, it is a little bit tough for us, Mr. Brum- 
baugh. When we have a rate proposition and a witness comes in who 
is a very successful businessman and cannot answer questions, it is 
tough for us, too. We are just trying to get some answers. 

The other day at Mr. Johansen’s request there was put into the rec- 
ord a table containing the ratios of revenues to expenditures for first-, 
second-, and third-class mail from 1926 to 1956. Im 1955 the percent- 
age of coverage for first-class mail, second, and third, was as follows: 

First-class mail paid 105.4 percent of its way. 

Mr. BromBaucH. What year is that? 

Mr. Hempuity. 1955. In 1955 first class paid 105.4 percent of its 
way, second class only 29 percent, and third class 59.9 percent. 

You have been talking about accounting here. Does your account- 
ing agree with that expense-coverage percentage ? 2 

Mr. Brompaucn. The Post Office has made what is in my mind per- 
suasive testimony over a period of time that a proper way of looking 
at the costs in the Post Office and a proper way of making rates is al- 
locate a great deal of overhead from second- and third-class mail to 
first-class mail, and that, therefore, if the cost-ascertainment system 
were in principle geared to the problem of ratemaking it would ob- 
viously never charg ge these overhead items to second- and third-class 
mail in the first place. I sincerely believe that that cost-ascertainment 
system should not have charged all of that overhead to second- and 
third-class mail. 

Mr. Hempuit. All right, sir. I will follow up that question with 
this question : In 1955 the Post Office estimated as to annual revenues 
and costs of certain selected magazines, and for Life magazine, which 
T understand is one of your publications 

Mr. Brumpavuen. You are right, sir. 

Mr. Hempu. The revenue to the Post Office was $7.485,000. The 
cost of handling it through the mail was $16,979,000, or a cost over 
revenue to the Post Office Department of approximately $9.5 million. 

Mr. Brumpaven. What year is that? 

Mr. Hempnie. 1955. I do not have 1956, but I understand Mr. 
Holifield, of this committee, has asked for that and it will be furnished. 
That was the estimate given to Mr. Holifield, who passed it on to me, 
as to Life magazine. 

Do you think that that is a just estimate, or where is it wrong? 
How much? 

Mr. Brumpavenr. I am glad you asked that question, sir. I want 
to assure you that the main reason that I am down here today, and I 
have been very uncomfortable being down here today, is that these 
figures have been released and I have examined them and I have found 
them wrong, and I believe I have demonstrated that they are widely 
wrong. 

I remember a little piece of testimony over before the Senate com- 
mittee the other day by the Postmaster General in which he said, 
“Once a wrong impression has been created it is very difficult to cor- 
rect it.” That is my problem. T find these figures entered agaii and 














482 READJUSTMENT OF POSTAL RATES 


again in the record which I sincerely believe are widely wrong and 
which I believe I have demonstrated here, and I hope that you have 
read my prepared testimony which I gave last week, which in my 
mind a demonstrates that they were widely wrong. 

Mr. Hemputtt. I not only read your testimony, but I reread it 3 or 
4 times. I think I read in your testimony that you had certain ac- 
countants come in and make some survey so far as your own business 
is concerned. Are any of those accountants going to be available 
before this committee ? 

Mr. Brumpaveu. Certainly. If you desire to summon some of these 
accountants to appear before your committee and testify about this 
matter, I should certainly think they would be available. 

Mr. Hempuitu. Here is our problem: You say that cost ascertain- 
ment is an erroneous method of allocation of costs for your particular 
classification in the use of the mails. 

Mr. Brumsaven. That really was not cost ascertainment that came 
up with these particular figures. The cost-ascertainment system does 
not arrive at figures for a particular publication. It was a statistical 
formula, which my testimony makes very clear, a broad statistical 
formula, which the Post Office Department developed and which it 
used to produce these figures. In the application of that formula to 
our publication, the Post Office Department used some very wrong 
statistics and it was that sort of thing that produced this error. What 
I want to ask is to make clear to you that these figures on Life did not 
come from the cost-ascertainment system. 

Mr. Hemputiiy. The figures have been released, and whether I put 
credence in them or not is not material right here because I am ex- 
amining, but if those figures are wrong, who is going to come in here 
and point out to us that those figures which have been released and 
which are going to be released for 1956 are wrong? 

Mr. Brumpauen. I thought I undertook to do that. I have some 
accounting background, sir, and I accept the responsibility for these 
figures which I presented here. 

Mr. Hemepum. All right, sir. Then how much wrong are the fig- 
ures which say that the revenue was $7,485,000 and that the cost was 
$16,979,000 ? 

Mr. Brumpgaven. Sir, I have not examined the figures for the par- 
ticular year 1955, but so far as I know they were based on the same 
methods of calculation as the figures released for previous years, and 
I have arrived at and presented for your consideration the correc- 
tions of those figures. I assume that the figures for 1955, and I cer- 
tainly hope that I do not have to go back and go through the same 
figuring for them as I went through to find the corrections for the first 
set of figures that were issued, are based on the same fallacies. 

Mr. Hempuiti. Let me ask you one more question. It is almost 
12 o’clock. 

Do you believe that each class of mail should pay its own way ? 

Mr. BrumpaveH. I certainly do not believe that each class of mail 
should pay its own way based upon the cost-ascertainment figures, and 
I believe that the Post Office and I are in complete agreement about 
that matter, They say that the cost-ascertainment system, just as I 
believe, is not a proper system for making rates. 

Mr. Hemenwwy. Thank you, sir. 
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Mr. Ceperserc. Mr. Chairman, just one question. 

The CHarrman. Mr. Cederberg. 

Mr. Cerperserc. The Post Office Department has never said that 
Life m ine should pay its full way in presenting this rate bill. 
They did not come to that conclusion at all; did they? 

Mr. Brumpavueu. That is a very interesting point, sir. My calcula- 
tions show that the bill passed by your committee and passed by the 
House last year would have made a profit of a cent a copy on Life 
on a fully allocated cost basis. 

The CuatrmMan. Would have what? 

Mr. BrumpaueH. Would have made a profit of a cent a copy, or 1.1 
cents I believe—it is in my testimony—on a fully allocated cost basis 
on Life magazine. 

Mr. Crperserc. I just want to proceed with this thought further. 
You recognize the problems that this committee has in bringing this 
bill on the floor of the Congress. You no doubt, or someone from your 
organization, have read the debate. You recognize that there was in 
the House the waving of the Saturday Evening Post, and Life maga- 
zine, and Sears, Roebuck catalog, and so forth, and that it would have 
been very easy to probably have passed or gotten a great deal of sup- 
port for an amendment which would have raised these rates for second- 
and third-class users far above what they are here and far above what 
I personally believe the traffic will be able to bear, even as large a 
publication as yours, so we here are trying to be reasonable. 

We think that this rate is a neal rate and about the least, Mr. 
Chairman, I think you will agree, that we can develop on the floor of 
the House in view of a lot of statements that are going to be made 
regarding second- and third-class mail by those who are not in favor 
of the raising of first class from 3 to 4 cents. So we have a terrific 

roblem trying to hold the line, It is no problem to increase the thing. 

t is a difficult problem for us to hold the line. 

Mr. Brumpavuen. Mr. Cederberg, I guess the nub of that adds up 
to the fact that this bill has to be set on a basis other than 

Mr. Cepersera. Emotion. 

Mr. Brumpavenu. Well, are you not saying that it has to be set on 
a basis other than what the facts of a proper analysis would indicate 
that it should be based on? My function, sir, which I really took 
very seriously and I tried to do the best job I possibly could, was to 
bring to you a proper analysis of this problem, and I have no control 
at all over what enters into the making of rates, but I did feel that you 
had been brought an improper analysis of this problem in second 
class and an improper analysis of the real status of the heavier weight 
magazines and of advertising in magazines. I felt that you had been 
supplied with an improper analysis, so I undertook to come and try 
to correct those improper impressions as well as I could. 

Mr. Crperserc. You recognize how difficult it is when someone 
holds a Life magazine up and says, “Here, this goes through the mail 
for 1 cent a copy,” or whatever it is, and they hold up a small envelope 
and say “this costs 4 cents to go through the mails,” and without hav- 
ing had the opportunity to sit here and develop all of the facts regard- 
ing these classes of mail, their effect on the economy, the value of 
the public service, and so forth, it is a difficult one for us. 

Mr. Brumpaven. I recognize that, Mr. Cederberg. 
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Mr, Jonansen. Will the gentleman yield? 

Mr. Ceperserc. Yes, sir. 

Mr. Brumpaven. You will understand also my point of view when 
I say I think a very wrong impression has been created here and 1 
re to come to try and correct it. That is my real purpose in being 
rere, 

Mr: Jonansen. I hope this is not repetitious, but have you testified 
or would yow be prepared to testify as to what increase, if any, in Sec- 
ond-class rates you would regard as reasonable, moderate, fair, or 
equitable ? 

Mr. Brumpauen. Let’s go back. I think the chairman wanted me 
at one point perhaps to testify about what I really think about what 
should happen in this rate-classification matter. I said I thought the 
Congress should go through these basic steps before it got to this rate 
bill and that I hoped that would be done this year. 

The Cuarrman. The rate policy was approved by the House last 
year. 

Mr. Brumeaven. Wait a minute now. It has been approved br 
the House and it has to be approved by both Houses before this prob- 
lem is wound up. 

The Cuarrman. Have you read the bill that we are considermg 
now ¢ 

Mr. Brompaven. Yes, sir. 

The Cuarrman. Have you read the section on the policy ? 

Mr. Brumpaveu. I have, sir. 

The CuatrmMan. Do you not know that section was approved by 
the House last year by a majority of 56 votes ? 

Mr. Brumpauen. 56? 

The CuatrmMan. Yes, sir. 

Mr. Brumpaven. I am surprised it wasn’t larger. 
eye CuarrmMan. What is wrong with the policy provisions in this 

ill? 

Mr. Brumpavuen. Do you want me to try to— 

The Cuarrman. I am asking you what 1s wrong with them. 

Mr. Brumpavuen. With the policy ? 

The CuarrMan. With the policy provisions in this bill. 

Mr. Brumpauan. I will undertake to tell you a couple of things 
that I question, if I may take the time to find a copy of the bill here. 

I note with approval one item on the top of page 13 which states 
as a preamble, and I take it as a clearly agreed upon principle: 

The Postal Establishment should be operated in a businesslike manner but 
clearly is not a commercial enterprise conducted for profit and it would be an 
unfair burden upon users of the mails to compel them to underwrite those 
expenses incurred by the Postal Establishment which are not related to the 
postal services they receive. 

The CuarrMAn. Do you not agree with that ? 

Mr. Brumpaven. Yes, sir. I agree with that. I think that indi- 
cates that rates should not be raised in second-class mail to the point 
where a publication like Life is paying a cent and a tenth more than 
the fully allocated cost of carrying it. I hope that is what this 
particular thing was addressed to, and it seems to me very wrong to 
have the policy say that and to have the rate bill come out with the 
result which it did. It seems to me that the policy and the rate bill 
were clearly inconsistent with each other. 








| 
| 
| 
| 
























CT EL 





READJUSTMENT OF POSTAL -RATES 485). 


eae Cuarrman. You agree with the policy provisions then of. the, 
vill 7 nites 

Mr. Brumnaven. I do not agree with all of the policy provisions of; 
the bill. 

The Cuarman. In what respect do you not agree ? ' 

Mr. Brumpaven. What I would like to say along that line is this: 
It seems to me that quite clearly this bill that is before us has not 
properly implemented this policy. 

The vse ass I am asking you about the policy provisions them- 
selves. Which one of the provisions do you not agree with ¢ 

Mr. Brumpaven. That is wonderful. 

The CHarrmMan. Which one? 

Mr. BrumpBaven. On page 16, item (3) : 

Those services, elements of service, and facilities rendered and provided by the 
Postal Establishment in accordance with law, including services having public- 
service aspects, which, in whole or in part, are held and considered by the 
Congress from time to time to be public services for the purposes of this title: 
shall be administered on the following basis : 

What that says is public service is considered by the Congress from 
time to time. 

The CuarrmMan. Do you agree with that? 

Mr. BrumsavueHu. It seems to me that you have not defined what 
those public-service elements are and in this bill you have left it in 
effect up to the Post Office Department to determine, and this bill 
actually says that, that they are to determine and to put in the public- 
service aspects of the Post Office, and I say I think they have done so 
incorrectly. I think I have demonstrated that in second-class mail 
they have done so incorrectly and I believe that in establishing a policy 
of this type and implementing it, it is very important, because this is 
a long-term policy, to have a full consideration and a determination of 
Congress, which is called for here, of what those public-service items 
actually are. 

The Cuarrman. You are not attacking the provision itself; you are 
just saying that the Department might supply the wrong estimates; 
is that right? 

Mr. BrumpavueH. I am saying that I do not believe that the Con- 
gress has actually determined what these public-service aspects are. 

Mr. JoHANSEN. Is what you are saying that you feel that this state- 
ment turns over to the Department the determination of what consti- 
tutes public service rather than the Congress making that. determina- 
tion ? ; 

Mr. Brumpaven. It seems to me that as of today it is operating that 
way; yes, sir. 

Mr. JoHanseNn. I do not know whether the chairman is finished 
with his line of questioning. 

The CHarrMan. Yes, sir. 

Mr. JoHANSEN. I wonder if in the remaining few minutes you could 
indicate what, if any, increase in second-class rates you would feel 
was fair, reasonable, and equitable. 

Mr. Brumpaven. That is an iffy question. If you are willing to 
make your iffy question in these terms I will try to answer it for you, 
because I think these other processes of consideration should be gone 
through first: If after those processes are gone through there remains 
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a postal deficit for the coming year of several hundred million dollars, 
I em that first-class rates should be raised from 3 to 4 cents, and 
I think that it is really clear to anyone who has considered this prob- 
lem seriously and knows the facts that that is the only place that you 
really can raise revenue of those proportions. 

Mr. JowHansen. Does that mean—and I am not trying to press you 
unreasonably—that you do not think there should be in that iffy situ- 
ation any increase in second or third ? 

Mr. Brumpaven. No, it does not mean that at all, sir. 

Mr. Jonansen. That is the point I wanted to clear up. 

Mr. Brumsavuen. In third-class mail—and I did not come here to 
testify primarily about third-class mail 

Mr. JoHANsEN. I realize that. 

Mr. Brumpauen. I would expect that there would be an increase in 
rates when you enacted a first-class rate increase. I believe that the 
provisions in this bill are unreasonably high when you bring third- 
class mail from 1 cent to 11% cents, as was done, and now add another 
penny. I think that is too high. 

Mr. Jowansen. However, in the event of the iffy situation what 
about second-class rates ? 

Mr. Brumpavueu. When it comes to second-class rates you have a 
very strange situation, because this deficit is caused primarily by han- 
dling the lightweight pieces of mail, and you have a minimum piece 
rate of one-eighth of a cent, and it is proposed that it be raised to one- 

uarter of a cent. I think under the circumstances that is probably 
the right thing to do and I would not recommend that the minimum 
piece rate be raised more than one-eighth of a cent. When you come 
to raise revenue in second class based on weight, I say that I believe 
that concept has been carried to its logical economic limit, but I as- 
sume that a bill will carry, in spite of the logic of that situation, some 
increases in second class based on weight, and we can live, sir, with the 
historic rate pattern in second class that has been going on for these 
many years if it is reasonably administered. 

Frankly, I wish this rate bill had been passed 2 or 3 years ago. I 
wish that there was a way in which these rate increases in second class 
could be absorbed, not in 10, or 15, or 20 percent jumps, but in, shall 
we say, 5 percent jumps, over a period of years. 

The Cuarrman. We have a vote over there in the House. 

Mr. Jonansen. I realizs that. 

Mr. Brumpaveu. I think perhaps that carries to you the essence of 
my answer. 

The Cuatrman. I regret the committee has not had the opportunity 
to hear the other witnesses scheduled here today. We will just have to 
carry them over until tomorrow. 

The hearing will be adjourned until 10 a. m. tomorrow. 

(Thereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 10a. m., Friday, April 5, 1957.) 








READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


FRIDAY, APRIL 5, 1957 


House or REPRESENTATIVES, 
Comm iTreE oN Post Orrice anp Civin SErvice, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 215, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuatrman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. ; 

I have for the record this morning a statement from Mr. Robb 
Sagendorph, publisher of the Yankee magazine and the Old Farm- 
er’s Almanac, Dublin, N. H. Mr. Sagendorph was present yesterday 
and was peer to testify in person, but could not be reached ‘and he 
could not be here today. For that reason he has left his statement 
which will be published in full in the record at this point. 

(The statement is as follows :) 

YANKEE, INC., 
Dublin, N. H., March 26, 1957. 
To: Hon. Tom Murray, Chairman, Committee on Post Office and Civil Service, 

House of Representatives, United States. 

From: Robb Sagendorph, publisher, Yankee magazine and the Old Farmer’s 

Almanac, Dublin, N. H. 

Subject: Statement regarding postal rate increase. 
Date: March 26, 1957. 
SUMMARY 


The contemplated increase in first- and second-class mail rates and special 
almanac category rates will cost this firm in the neighborhood of $8,000 or two- 
thirds of our net profit, before Federal taxes for the years 1955 and 1956. 

As there are at least 200,000 (see par. la) firms in the United States whose 
postal bills will be affected similarly, the cost of this segment of United States 
industry of the contemplated increase will amount to $1,600 million or $1 billion 
more than the current annual post-office deficit. 


1. NATURE OF BUSINESS 


(a) Owing to the high cost of keeping salesmen on the road, a business of 
this kind is largely dependent for its sales of advertising and subscriptions on 
the mails. In turn, for the fulfillment of its orders it is completely dependent 
on the mails. In this dependence on the mails it resembles numerous other indus- 
tries such as Florida, Texas or California fruitgrowers, gift houses like the Wis- 
consin cheese people, mail-order houses, and a countless variety of other busi- 
nesses Of which our own lists show some 20,000 located in New England alone. 
If New England furnishes about 10 percent of the national business of this kind 
(a figure we have seen quoted many times) it may be said we are but 1 of 
200,000 firms which will be similarly affected by these increases. 
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(b) Doing business by mail is primarily one of using large quantities of mail 
with expectancy of a small (2 percent) return. This small return is gained only 
at great risk as weather, world conditions, headlines, et cetera, if adverse, will 
frequently reduce the return to less than half that amount. At present rates, 
the postal charge constitutes the better part of the cost and any increase in this 
cost will certainly raise the risk to a point where an operation of this kind no 
longer remain feasible. 

., ¢e) Our selling prices are in every respect competitive and about as high as 
the trade will warrant. The retail price of the Yankee magazine $2 a year for 
12 issues) and its price per page for advertising per thousand readers ($5-$7 
per thousand) is in most cases higher than that of competition. Prior experience 
with higher prices has shown only a loss of volume and consequent higher costs 
per piece. 

(d) The Old Farmer’s Almanac is not accepted by the Department as second- 
class mail, as regulations for that kind of mail preclude annual publications. In 
consequence, the almanac falls into a special classification up to 8 ounces—and 
after that into parcel post or fourth class, It now costs 3% cents each to ship 
1 or 2 copies to any zone—but if from 3 to 10 or more are shipped the cost each 
is higher, depending on the zone, up to 8 or 9 cents a copy. Then the rate for 
10 drops back to the lower figure. This postage penalty on almanac shipments 
by mail has, at present rates, meant for all practical purposes, a discontinuance 
of this kind of business by mail and forced us to distribution on newsstands, A 
few years back our volume of mail order business was nearly 200,000 copies per 
year. Now itis 10,000. ; 

(e) We are a relatively small firm, employing on the average 12 to 15 
people year around. Even so, our mail volume is of such size the local facilities 
of the Postoffice Department were unable to accommodate our needs. AS a re- 
sult we have leased our building to the Department and are at present engaged 
in building new quarters for ourselves. 


2, POSTAGE NEEDS AND USE 


(a) We use approximately 500,000 pieces of first class mail per year. An in- 
crease of 1 cent. per piece means an added cost of $5,000. 

(b) Our present second-class mailing cost of Yankee magazine is about $350 
per month. An increase of 50 percent in this rate would add to our costs $2,100. 

(c) The contemplated increase would, we suppose, also affect the rates we now 
pay on almanac mail orders and other parcel post in an amount of at least $900 
per year. 

(d) We use little or no third-class (junk) mail for the reasons this mail no 
longer received either reader attention or even reasonably good post-office delivery 
service. 

(e) Total increase from contemplated rate rise (a) 5,000 (b) 2,100 (c) 900 
equals $8,000 per year. 

3. RECOMMENDATION 


The present rate structure of the Post-Office Department seems not only anti- 
quated but unrealistic. For example, it makes no distinction between the cost 
of one letter, the stamp for which is bought at the window—the Department has 
to. make change, etc.,—and the price of first-class mail which may be 1 of 25,000 
run through on a miter, sorted, and delivered to the post-office without any need 
for cancellation, etc. It is our feeling that at this time a sum of money should 
be appropriated for a thorough study of this rate structure by an impartial com- 
mittee for the determining of rate revisions which would bring the per-piece 
postal charges more in line with per-piece handling costs. 

Respectfully submitted. 


Ross SAGENDORPH. 

The CuatrMan. The first witness to appear before the committee 
this morning is Mr. Payson Hall, treasurer of the Meredith Publishing 
Co., Des Moines, Iowa. 

Mr. CunnincHaM. May I welcome Mr. Hall here. Although Des 
Moines, Iowa, is not in my district, I know of his operations, and I 
‘have gone through their wonderful plant there. They do have in 
Omaha the largest television and radio station and they have been 
very helpful to me in my public-relations work in the past. T want 
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to say, Mr. Hall, that we are pleased to have you here and on behalf of 
the committee I am pleased to welcome you. 

Mr. Gross. Mr. Chairman, I want:to join in welcoming Mr; Hall 
to testify before the committee. Des Moines is not in the Third Iowa 
District, but we in Iowa know the Meredith Co, and the publications 
that it puts out. We are glad to have you, Mr. Hall. 

The Cuairman. You may proceed, Mr. Hall, with your statement. 


STATEMENT OF PAYSON HALL, TREASURER, MEREDITH PUBLISH- 
ING CO., DES MOINES, IOWA 


Mr. Haw. Thank you, Mr. Chairman, and members of the eom- 
mittee. 

I would like to make it clear at the outset that Iam not appearing 
here as expert in any way on postal policy or the affairs of the postal 
Department, but I am, I think, able to bring another point of view of a 
business which is very much dependent upon the Post Office Depart- 
ment, namely, the publishing business, and ‘as such I would like to 
be considered here before you. 

As you know, I am treasurer of Meredith Publishing Co., which is 
located in Des Moines, Iowa. I have a statement here. In preparing 
it we were mindful of the fact that a number of you have heard our 
testimony before and so as not to abuse your patience we have made 
it as short as we could and we have left out some of the points that 
we stressed in prior years and stressed some points that we felt perhaps 
needed more emphasis compared with our prior testimony. 

We publish two monthly magazines: Better Homes and Gardens, 
a copy of which I have here, and which I hope you are all familiar 
with, has a circulation of 4,350,000. An average issued is read by 
1514 million males and females. About two-thirds of the circulation 
is mailed to subseribers. It uses an editorial approach of advice, in- 
formation and inspiration on the subject of owning a better home and 
raising a better family. 

Successful Farming is our second magazine. It has a circulation 
of over 1,300,000 farm families, principally in the Mississippi, Missouri 
and Ohio River valleys. This entire circulation is handled by mail. 
Its purpose is to give editorial information on the business of farm- 
ing and operating a farm home. 

Everything published by our company has a common theme of 
service for the family, for the home, for the farm. In our magazines, 
in our hardbound books, and in our idea annuals we have no fiction, no 
fashion, no elitertainment. The sole purpose of our magazine and 
book editors is to inform, to inspire, to improve taste and standards 
of living in farm and urban homes. 

I wish to make it abundantly clear at the outset that we are vitally 
concerned over the proposed level of postal rates. I would not pretend 
otherwise. We are a tremendous user of the mails. Our postal costs 
for the calendar year 1956 amounted to $2,134,000. 

The proposed rate increases now under consideration by this com- 
mittee, at the time they became fully effective, would add $1,231,000 to 
the annual postal costs of our company. At our present level of opera- 
tion, this is a 58 percent total annual increase. 

In addition to our admitted self-interest, we feel there are other 
prevailing reasons which must prompt us to urge the Congress to 
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exercise extreme diligence and caution before drastically altering the 
rate structure. My comments fall into these five categories: 

1. Second-class rates not related to cost of the underlyimg service. 

2. Publishers can help reduce postal costs. 

3. Publishing a low-profit industry. 

4, Farm magazines are especially jeopardized. 

5. Need for a postal policy. 


1, SECOND-CLASS RATES NOT RELATED TO COST OF THE UNDERLYING SERVICE 


As a publishing company our greatest interest is second-class mail. 
Post office expenditures for second-class mail can be segregated into 
two major categories : 

Handling costs—collecting, sorting, filing, delivering, et cetera. 

Transportation costs: The handling of second-class mail accounts 
for the majority of post office expenditures, the costs of transporta- 
tion play a very subordinate role. 

Exhibits A and B attached to my written statement, in them I have 
attempted to document this statement. 

For the fiscal year 1954, the handling costs were 80 percent of total 
expenditures, transportation costs only 20 percent. Reasonably; then, 
second-class rates should be related to the number of times an individ- 
ual piece of mail is handled. Instead, second-class rates are presently 
based upon a combination of the weight of the piece and the distance 
transported, neither of which is a major cost factor in Post Office 
operations. 

It seems to us an equitable second-class mail rate structure must 
reflect these facts. In our opinion, the Congress should consider a 
policy which requires relating postal rates to the underlying costs of 
service rendered. 


Il. PUBLISHERS CAN HELP REDUCE POSTAL COSTS 


We now perform many services at our own expense which reduce the 
number of times our mail must be handled by the Post Office, thereby 
saving the Post Office large sums of money. Some of these services 
are: 

(1) We have established, with the approval of the Post Office, 27 
entry points strategically located throughout the United States to 
which we deliver our magazines at our own expense and via transporta- 
tion of our choice. 

(2) Weswitch and load United States mail cars at our own expense 
right at our own plant, properly segregating the mail sacks for con- 
venient handling at transshipment and dropping-off points, thereby 
reducing sorting. 

(3) Better than 50 percent of our direct sack mail is “schemed” 
at our plant. Scheming involves the predetermination of the exact 
route the sack of mail will take from our plant via the publisher’s own 
transportation to each distant entry point and into the mails. This 
involves scheduling the exact train and mail car number, the date 
and time of day, and every other small detail necessary for the most 
efficient transportation. Each sack of mail is marked with explana- 
tory symbols so that it is handled less frequently and eliminates the 
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need for trained mail handlers at the entry point, at a great savings, we 
believe, to the Post Office. 

(4) We deliver about 92 percent of our magazines at our own ex- 
pense directly to rail stations and mail storage cars, bypassing the 

ost office of entry and thereby avoiding a costly handling operation 

or the Post Office. While this operation is required to a degree by 
the postal rules and regulations, we perform many services beyond 
the requirements. We actually unload the sacks in the cars and 
segregate them in the cars for the Post Office. 

(5) Approximately 92 percent of the Better Homes & Gardens 
magazines are made up in direct sacks, eliminating the necessity for 
any sorting or handling until the magazines arrive at the post office 
of final destination. 

Incidentally, this is required by regulation, so of course we do it. 

(6) To reduce handling at the post office of final destination, copies 
for distribution in the 109 largest post offices in the United States are 
uniformly wrapped, packaged and zoned before leaving our plant, 
eliminating the primary sorting step. 

We have done these things to lower delivery costs, to shorten deliv- 
ery time, and very importantly to minimize physical damage to our 
magazines due to excessive handlings. We are firmly of the opinion 
that, provided with further incentives, publishers generally would ex- 
pand and extend these efficiencies. The incentives should be provided 
through a postal policy relating rates to cost of services rendered. 


Ill. PUBLISHING IS LOW-PROFIT INDUSTRY 


The First National City Bank of New York City last year surveyed 
40 industrial groups and found that only dairies and meat packers 
showed a lower rate of earnings to revenue. For the calendar year 
1955, 35 leading publishers earned only 2.5 percent on sales as a group. 

This low profit margin results from a combination of two things: 
increased costs and the difficulty in passing on these costs to readers and 
advertisers. 

Our readers provide us with revenue in two ways: from the sale of 
magazines on the newsstands and from the sale of subseriptions. 
From recent experience, we know that demand is extremely sensitive 
to price increase. 

For example, the newsstand sale price of Better Homes and Gardens 
was increased from 25 cents to 35 cents a copy, beginning with the 
September 1956 issue, and in the issues beginning with September, re- 
sulted in a 12.5 percent reduction in newsstand sales to date in com- 
parison with the year before. 

Likewise, as the price per copy to subscribers increases, the returns 
from mailings to prospective subscribers sharply decline. I invite 
you to look at exhibit C, which shows a demand or your sales curve 
in our price magazine and you will see as the price goes up penny by 
penny the percent return in our mail solicitation drops extremely 
rapidly. ‘ 

Our only other source of magazine revenue is the sale to advertisers 
of space in our magazines. Our publications increase their rates to 
advertisers to the maximum competitively practical... Intense com- 
petition for the advertising dollar from television, in particular, and 
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from radio and newspapers has limited our capacity to raise advertis- 
ing rates proportionate to increased costs. For example, as a result, 
Better Homes and Gardens’ share of total advertising expenditures in 
all mediums dropped from 2 percent in 1949, the “last year before 
television competition became ee to a 1.6 percent share in 1955, 
the last year all media figures are available. During this same per iod, 
the advertising rates per thowsand circulation for Better Homes and 
Gardens, from 1949 to 1955, increased 17.4 percent in the aggregate, 
or only 2.9 percent per year on the average. 

The truly unfortunate aspect of postal 1 rates is that they are ‘un- 
controllable, precipitous and unpredictable. An imdustry so highly 
competitive and operating on a profit margin of less than 3 percent to 
sales can survive only by careful forw ard planning over the years 
ahead. As such, the publishing industry must rely upon a long-term 
and consistent postal policy. 


IV. FARM MAGAZINES ARE ESPECIALLY JEOPARDIZED 


Farm publications are particularly vulnerable to postal rate in- 
creases because they are distributed almost 100 percent through the 
mails. This is true of our farm publication, Successful Farming. 
Farm publications are already operating at extremely low or even 
nonexistent profit margins. 

A good example of this is found in the testimony given before the 
Federal Trade Commission recently in connection with the distress 
sale of one major farm publication. It was revealed that the maga- 
zine had lost money in 33 out of 45 years. 

While farm magazines are especially jeopardized by postal rate in- 
creases, farm families depend in large part upon farm papers and 
magazines for the major source of their information. 

To support this statement, in exhibit D we submit a study made by 
Iowa State College, which has been quoted before to this committee, 
I believe, which shows as sources of farm information that with respect 
to men, 60 percent of them list farm papers and farm magazines as 
their major source and with respect to farm homemakers, the wives, 
56.7 percent. 

V. NEED FOR A POSTAL POLICY 


We would like to make special reference here to the recently released 
report of the Citizens’ Advisory Council to the Senate Committee 
on Post Office and Civil Service, with which I believe you are all 
familiar. This report presents evidence that the Post Office Depart- 
ment is as much a public welfare agency as any of the other depart- 
ments of the Federal Government. It demonstrates that the postal 
“deficit” for the fiscal year 1955 of $362.7 million is actually less than 
the public welfare costs of the Post Office Department, which totaled 
$392.4 million. 

We wholeheartedly support the position taken by the council in its 
report, and we particularly direct your attention to three of their ree- 
ommendations, quoted as follows : 

1. Congress should enact a modern postal policy now to lay the groundwork 
for subsequent consideration of proper rate adjustment. 


2. Such a policy should enumerate and separate the costs to be borne by users 
of the mails from those to be met in the public interest by appropriations. 
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3. Congress should reaffirm its responsibility for, and. power. to set all. postal 
rates so that a uniform policy once.established can be maintained. 

In summary : 

1. The postal increase proposed under H. R. 5836 and H. R. 5839 
will add $1,231,000 anually to the postage cost of Meredith Publishing 
Co.—a 58-percent increase over present levels. 

2. Because handling represents 80 percent of post office costs, a 
postal policy should be enacted by Congress providing for recogni- 
tion in the postal rate structure of costs based on number of times 
handled. 

3. Meredith Publishing Co. has instituted major economies in the 
handling of its 2 magazines by the use of entry points, by direct load- 
ing of mail cars, by scheming over 50 percent of direct sack mail, by 
delivering 92 percent of its magazines direct to railroad mail storage 
cars, and by uniform packaging and zoning to avoid the primary 
sorting operation. The rate structure should provide incentives to all 
publishers to extend these efficiencies. 

4. Experience has shown newsstand and subscriber demand is ex- 
tremely sensitive to price. Likewise, advertising rates are relatively 
inflexible because of strong competitive mediums. This lack of flexi- 
bility has resulted in an extremely low profit margin for the magazine 
industry and makes it particularly vulnerable to precipitious cost 
increase. 

5. Farm magazines, because they are almost entirely distributed 
through the mails, are especially affected by postal increases, yet they 
are the primary source of information to farm men and women. 

6. We urge the reestablishment of a long-term postal policy and en- 
dorse the report and recommendations of the Citizens’ Advisory Coun- 
cil to the Senate Committee on Post Office and Civil Service. 

Thank you. 

(Exhibits A, B, C, and D are as follows:) 


Exuisit A.—Handling costs are major (analysis of United States postal 
expenditures, fiscal year 1954) 





Arcoumt | Handling costs 2d class 
NO 

1. aot Pestmbebere se. ..dcs Geib nea oc icea alin Wei d wmas eee a Scuaeans $16, 375, 298 
202 ..-| Supervisors... _.- _ ’ ae igo dpvtedieditintuaacas ee 8, 678, 466 
211 Clerks, ist and 2d class__ it Rebindbuakbiewaadmnendenn ween 42, 936, 217 
a Clerks, 3d class sansa ‘ bs witeiade Shidbcains niin deienesacen Lee 4, 508, 951 
214___..___.] Contract station service. __- Sedeces seansaen een eae tee 145, 759 
215___......| Clerks, 4th class cnds seats ek one chin neeien édavinnt adudidindtauedae 23, 928 
221_. City delivery carriers east npnbniiadeaes detente Ste 67, 075, 830 
222 ..| Special delivery messengers inv ts trebicsige hccbothaneens eateecaen a Eekecale aan 34, 404 
241... ...| Rural carriers anata lenainaaiihh oinadach nibh ddeaiblicn ical 59, 450, 788 
| .| Postal Transportation Service __ aid satiate Lipindeehaiiaiiasiaa thie ae 23, 073, 472 
a. .| Custodial service bn dso euwdhiwhets ited ee be tiicieas kind aeiaie ne 4, 494, 541 
ee Communication service ena 242, 153 
———— ‘ é ee Pere Adal a. a eS 2, 947, 800 
Db Sarasakiod Rents, 4th class : nd laleg ice ancl acide Acadirghadesaaa)hiiuebndieed eee iehindanan een 7, 284 
Seiwa aincaiccel SEE En I a ic dens & Shed ss 0 wa ddl emesis nie eaten clacieee celaenec ean 902, 510 
266.........| Building supplies ediiemanee 2 279, 400 
a tockkeca Stamps and accountable paper mses alien s-uiep inhale elie aide 13, 505 
273-273a _..| Equipment shops amen Kadlec ave hddbdhined Hobnbeubeaaaee 472, 594 
BE Ay AE TO CTE ED CRONIN. vnidctcincdncdnacccevedsdubndicnbeutudteenmeiadane 2, 429, 684 
Stamp expense . ; sic ccacseuagionsiades banat eeciaiaes cdtatudeanl 136, 619 

| ae ae ee 2, 296, 744 

Total handling costs (atisiictessvhbitbbedsruniudstubtinaane ee 

Total 2d-class expenditures, 1954.___...._...___._- ea ties eee ae 299, 098, 275 

Handling costs (percent)... ._....-. pictenns eiinnacteseeaiaiien can aoe eee On 79. 28 








Data source: Cost Ascertainment Report, U. 8. Post Office Department, 1954. 
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Exursir B.—Transportation costs are relatively minor (analysis of United States 


postal expenditures, fiscal year 1954) 





aaggeah | Transportation costs 
No. 
Se IS oS eee daa cpp che bb tatcetecdnssh tacks saunnccbiabbaaa 
237 | Carfare..-.......--- bden db bb idbbibbankeh Banh bbtiidd diet tin hing debienichey t+ = thine 
a cn i Silks hadeadgcdethducksapbapspecudiqvessoudapa 
301 | Powerboat service.-_--.......--.. ddddidicdebboddabsablldak«ittenbbnbbmibater shabbete 
302 | Foreign mail transportation. ..........-.-.-...-----.-. S nnieiniinndamtaaeiaie ate 
311 | Star route service..........-..--... fei cb akebeecedos ae enbessacee sit Sceede cts 
312 | Contract highway post office. - - 
313 | Government oe! post office. 
314 | Short-haul truck service. 
321 I De a o eeiennnaeeteentintven 
Soe | CROP TIN. cee abl cso dese cec ls cebbinbuscdsce scene hubs 
‘Toss, eemeporenen Goees.."..............06..-.. pabsealtee ween abt suede oauuie 
| Total, 2d-class expenditures, 1064_.........-.--..----.---+-------+--------- 
|. TSORMROTUE CII, GOES IDETONIE nw con cinmnppcnpnespeccesineccopeccnenedegaccocer omnes 


Data source: Cost Ascertainment Report, U. 8. Post Office Department, 1954, 


2d class 


$3, 411, 948 
437, 542 

2, 657, 911 
650, 437 
197, 363 

6, 408, 392 
184, 744 
132, 445 
580, 449 
47, 102, 517 
166, 316 


61, 930, 064 


299, 098. 275 


20. 70 
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Exuisit D.—Farm papers and magazines—The primary source of information 
for farm families 


Sources of information 











Source | 
For the job | For the job of 
of farming ' | homemaking? 
| 
| | Percent Percent 
Reading farm papers and farm magarines-.-} ae 67.4 | 56. 7 
Talking to other farmers (homemakers) - - . - j ; 38. 4 32.6 
Listening to the radio-.-.-._-- 18.7 27.8 
Talking to county extension director “(coudty agent), home-demonstration 
agent, the club agent, and other extension Be _— i | 18.3 15.9 
Re rading newspapers._ = ieee aida pibetacimelpptitana | 14.8 18. 6 
Reading extension bulletins. - Eeett es cee ae Siesta eet eae 10.7 9.2 
eB Bt bedewend so Bl 9.6 | 24.4 
Attending meetings of farm groups and organizations See | 8.1 11.7 
Soil Conservation Service, Agricultural pepllatpe Committee, and other | 
Federal agencies_____.- Fi eee re See coeeck SF t2. ss 
Reading organizational | papers | and mag: wines. 4 | 5. 1.1 
Reading booklets and pamphlets distributed by dealers, ‘manufacture rs, and 
SE on ond to Riecusadenowentec sielae singin 2.7 2.4 
Professional, people (veterinarians, “doctors, | 6) kis ~ 525k: Peiccadiscaael 2.9 .8 
Reading other (general) magazines... ._..:..__-_{_..-- ee) Se .6 43.6 
Adult education (night school, GI training, ig eaaekuiicaedt iecideicte i | WD tenswimas : 
Personal experience... ee 8 icveadee cancel 9.6 3.1 
| a > SE SR caine an agiibis ii aiaiasiiicaslioind sited I lel eae Oran ae 4.1 5.5 





! Based on 656 farm operators. 
? Based on 622 farm homemakers. 


Source: InFARMation Please! No. 3, conducted by the statistical laboratory of Iowa State College, 
sponsored by Wallaces’ Farmer and Iowa Homestead, 1957. 

The CuarrmMan. Your company is the publisher of only two maga- 
zines? 

Mr. Hau. Yes, sir. 

The CHarmman. Better Homes and Gardens, and Successful Farm- 
ing. 

Mr. Haw. That is right. 

The Cuairman. What is the total on of each magazine? 

Mr. Hau. Let me use the figures I did in the report, sir. That 
varies from month to month, but on an average Better Homes and 
Gardens has a circulation of 4,350,000. Actually, I think in the month 
of April it was over 4.5 million. 

The CuatirmMAan. What about the other publications? 

Mr. Hat. 1.3 million on Successful Farming. 

The CHarrman. What has been the increase in circulation over the 
last 10-year period ? 

Mr. Hau. I do not have the percentage, but I will give you the fig- 
ures. In 1946, Better Homes and Gardens circulation was 2,708,000. 

The Cuarrman. What was it in 1956? 

Mr. Hatx. 4,350,000. 

The CuarrMan. Nearly double; is that correct ? 

Mr. Hatt. No. That is about 60 percent, I think, sir. 

The CHarrman. What about the circulation for those 2 years for 
your other publication ? 

Mr. Haru. For Successful Farming that circulation has been rela- 
tively stable during this period. I do not think I have the figures 
with me, but I think it would be 1.2 million in 1946. 

The CuatrmMan. Has your subscription price for either magazine 
increased within the past 10 years? 

Mr. Harz. With Successful Farming, sir, we attempted to increase 
it, I believe, in about 1952 from $1 a year to $1.50 a year. This was 
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not, successful, and we reduced it this past, back from $1.50 to $1 per 
year. 

The CuarrMan. What about the other publication ? 

Mr, Hau. For Better Homes and Gardens, as far as subscription 
price is concerned, the basic 1-year rate is $3 and has been $3 since 
June 1951. Prior to that it was $2.50, which goes back to February 
1, 1946, 

The CuHarrMan. And it is still $3? 

Mr. Hau. Yes, sir. We have increased the newsstand copy, as I 
said in my statement, from 25 to 35 cents per issue with the Septem- 
ber issue of this past year, and we have run into considerable resist- 
ance as far as sales are concerned. 


The Crairman. What increase has there been in your advertising 


rates between 1946 and 19564 

Mr. Hatt. On a rate per thousand basis, that is, per thousand cir- 
culation, which is the way advertising is bought and the way it is sold, 
in 1946 our black and white for Better Homes and Gardens was $2.91 
and in 1956 it was.$3.49. That is an increase of, I believe, 58 cents. 
or in the neighborhood of 20 percent. 19.5 percent is the right answer. 

The CHarrman. How old is the Meredith Publishing Co.? 

Mr. Haw. It was originally founded in 1902, I think. 

The Cuatrman. And the majority of the stock is owned by mem- 
bers of the Meredith fantily ? 

Mr. Hau. Two-thirds of the stock is owned by members of the 
family and several trustees. 

The CHarrmMan. Your company has been a very successful and 
profitable operation over the past 10 years; is that not correct? 

Mr. Hatt. I think that is a fair statement; yes, sir. 

The Cuarrman. I have here the 1956 Annual Report of the Mere- 
dith Publishing Co. It shows that in the last 10 years your adver- 
tising revenues increased from $12,340,000 to $27,325,000 in 1956, 
which is over double. 

Mr. Hau. Yes, sir. 

The Cuarrman. And your circulation of the 2 magazines has in- 
creased from 3,836,000 copies in 1947 to 7,988,000 in 1956. That is 
about a 214 times increase in your circulation. 

You also have a broadcasting station; have you not? 

Mr. Hawi. Yes. We have, sir; 4 radio and 4 television stations. 

The CuarrmMan. Annually, revenues from your broadcasting sta- 
tions have increased considerably since they were first established in 
1949, according to the report. Today you receive $8,881,000 in broad- 
casting revenue. You show an increase in the sale of books and book- 
lets from the $1,302,000 in 1947 to $3,568,000 in 1956, which is nearly 
3 times the amount from 1947 to 1956. You show gross receipts in 
1947 of $17,333,000 and for 1956 you show $48,460,000, which is nearly 
3 times the receipts in 1956 that you had in 1947. 

The earnings after taxes have been paid have shown a pretty good 
increase, too, during the last 10 years, have they not, from 1947 to 
1956? 

Mr. Haru. May I elaborate on that point a moment? 

The CHarrmMan. I say they have shown a considerable increase; 
have they not? 

Mr. Haut. Yes, sir. 
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The Cuarrman. In other words, earnings from 1947 of $2,814,000 
increased in 1956 to $4,047,000. What is the par value of your stock? 

Mr. Haut. $5, sir. 

The CuarrMan. Last year you earned $3.14 on a $5 share, according 
to your statement. 

Mr. Hauu. That is correct. 

The Cuarrman. In 1947 you earned $2.18 on a $5 share. You have 
been paying a pretty good dividend over the years, have you not? 

Mr. Haut. I do not know by what standards you measure good 
dividends. 

The Cuarrman. The par value is $5 and last year, 1956, you paid a 
$1.50 dividend. That would be a 30 percent dividend on the par value 
of the stock, would it not? 

Mr. Hatt. I think you have to relate dividends to the market value 
of the stock; not the par value. 

_ The Crarrman. Your present book value per share you show here 
is $18.12 in 1956. 

Mr. Hatt. That is book value, but I think the market value is more 
appropriate, which currently is $30 to $32 per share. 

The Crarrman. Of course the market value has increased tre- 
mendously due to your earnings; is that not correct? 

Mr. Hatt. That is correct. 

The Cuarrman. Of course the expenses of your operation have gone 
up, as shown here, and your wages and salaries. In 1947 you paid 
$3,296,000 in wages and salaries. Last year you paid for wages and 


salaries $12,375,000. Naturally your other expenses have gone up, 
have they not? 


Mr. Hat. Yes, sir. 

The Cratrman. The cost of your paper has gone up considerably, 
has it not? 

Mr. Hat. Yes, sir. 

The Cuarrman. In view of the tremendous increase in the operation 
of the Post Office Department during the past 10 years, which has 
been in comparison to your increase in wages, and your cost of paper, 
and so forth, do you not think it is only fair and just that your com- 
pany should pay more postage ? 

Mr. Hatx. We have, sir. May I answer that in a little detail? 

The Cuatrman. Yes. How much more have you paid? 

Mr. Hatt. I will be glad to give you that figure. 

The CuHatrman. You are paying the same on first-class mail. You 
are paying 30 percent more on second-class mail; are you not? 

Mr. Hat. Yes, sir. I will give you our postage costs. In 1946, 
which is the year I have in front of me, we paid a total postage cost 
for our company of $484,000. In 1956 we paid a total cost, which I 
have already given you, of $2,134,000. Our postal costs have gone up 
close to four times. 

The Crarrman. Your circulation increased tremendously during 
that time. 

Mr. Haru. That is the same increase that brought our advertising 
revenues up and our circulation revenues up. 

The Crarrman. Certainly. You are doing a very much larger 
business. 

Mr. Haru. Our postal costs have gone up more than our revenue 
during that period. 
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The Cuarrman. Do you use much third-class mail ? 

Mr. Hatt. Yes, sir. 

The Cuatrman. How much third-class mail do you use? 

Mr. Hatx. This past year our third-class mail was $567,000. 

The Cuarrman. Did you have salesmen soliciting subscriptions in 
1946? 

_Mr. Hatt. Successful Farming magazine is sold by salesmen; yes, 
sir. 

The CuarrMan. You still have those salesmen ? 

Mr. Hatt. Yes, sir. 

The CHatmrman. You do not have any salesmen for Better Homes 
and Gardens? 

Mr. Haru. Not on our staff; no, sir. 

The Cuatrman. So your increase in Better Homes and Gardens 
has been accomplished without any individual salesmen. 

Mr. Haru. We use other outside agencies that have salesmen but 
they are not on our own payroll. 

The Cuamman. You do not use third-class mail in soliciting your 
subscriptions ? 

Mr. Hat. Yes, of course, extensively. 

The Cuarrman. How much did you say your advertising rates have 
gone up? ; : 

Mr. Haut. I gave you the figure, sir. I believe it was about 20 
percent in 10 years. 

The Cuarrman. How much isa page of advertising in Better Homes 
and Gardens ? 

Mr. Hatxi. We do not feel the page rate is indicative because what 
we are providing in the way of more circulation has gone up. The 
unit measure is the measure of our increase in rate. 

The CuarrMan. You were getting $15,410 in February of this year 
for 1 page of black and white advertising, were you not? 

Mr. Haru. That is correct. 

The Cuatrman. And the rate last year was $14,150, which is ap- 
proximately a 9 percent increase, is that correct ? 

Mr. Hau. Yes, sir, but you realize what we are providing has gone 
up too. It is like comparing a Ford car of 5 years ago with a Ford car 
today. We are providing many more thousands of families for adver- 
tising. 

The Cuatrman. I know. Would you not admit that the success of 
your business and the very fine profits you have made have been due to 
some extent to the very low postal rates that you have been paying ? 

Mr. Hatt. I will admit that the Post Office Department is an indis- 
pensible part of our busines. 

The CuarrmMan. You could not operate without the postal service, 
could you? 

Mr. Hat. I doubt it. 

The Cuarrman. How much increase then do you think your com- 
pany should pay in the way of increase in first, second, and third class 
mail ? 

Mr. Hau. We feel we are paying our way now, sir. Before we 
leave it I would like to answer your rather long question earlier and 
tell you what our profits have been. 
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I would like to observe the fact that you were quoting from, our 
annual report and that you pointed out that includes broadcasting 
business. 

The CuHarrman. That iscorrect. [referred to that. 

Mr. Hatt. I know you did and I would like to separate the profits 
ifI may. If I may, I would like to show you the profits differently. 

Mr. Gross. Mr. Chairman, you are reading from a consolidated 
statement; are you not? 

The Cuarrman. This report was given to our committee by this 
company. Isthat not correct ? 

Mr. Hatz, Yes, sir. 

The Cuarrman. You furnished it to us. 

Mr. Haut. Yes, sir. I would like to give you the earnings however, 
for Meredith Publishing Co. without the broadcasting operation, if 
you will be good enough to listen to them. 

The Cuarrman. All right, sir. 

Mr. Haut. In 1950, which was our peak earning year, after taxes 
the publishing company operation earned $3,120,000. In the year 
just closed, June 30, 1956, our publishing operation earned $2,673,000. 
In the period between 1950 and 1956, our earnings from publishing 
operations have dropped approximately $500,000. 

The CuarrmMan. From what year there? 

Mr. Hau. 1950 to 1956. 

The Cuarrman. This report for 1950 showed your revenue from 
advertising was $17,507,000 and in 1956, $27,325,000, an increase of 
$10 million. 

Mr. Hau. We have been fighting the problem of increases in costs, 
including postage cost. 

The Cx AIRMAN. That is what the Post Office has to deal with too, 
the increase in cost. 

Mr. Haut. May I quote you our paper costs? 

The CuarrMan. Yes, sir. 

Mr. Haut. I have them here. We prepared cost information for 
this study going back to 1951, feeling that that was the appropriate 
year, a 5-year span, and you mentioned our salary figures. In general 
the increase has been primarily in number of people. Our average 
rate per person in 1951 was $3,369, and in 1956 it was $4,962, which is 
an increase of about 30 percent. 

With respect to paper, the paper used per million pages printed 
went from $567 per million pages in 1951 to $650 per million pages 
in 1956. That is a 15 percent increase in paper per unit printed over 
that 5-year span. 

The Cuarrman. How much increase was there in the advertising 
rate per page during that period ? 

Mr. Hatu. As I recall it, 19 percent, sir. I quoted that figure three 
times and I hope I have quoted it the same, but it is in that area. 

The amount of labor cost to print a million pages rose 10 percent. 
The reason why these increases are not larger is that we have been 
successful in reinvesting the earnings of our company in improved 
equipment on a very substantial scale so that the increase in rates have 
been. fairly well absorbed by an increase in production efficiency. I 
can give you our total manufacturing cost. per million pages, which 
has gone from $837 to $943. 
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The Cuairman. How much do you think salaries have increased in 
the Post Office Department since 1946 ? 

Mr. Haut. I do not know, but per unit I suspect about the same 
experience we have had. 

The CuarmMan, That is right. 

Mr. Hat. 30 percent, since 1951. 

The Cuarrman. Over a hundred percent increase. 

Mr. Haru. Since 1946. 

The Cuatrrman. What increase do you think should be made in the 
various classes of mail? You are a businessman and interested in the 
solvency of our Government and in trying to reduce the deficit. What 
do you think should be done about an increase in postal rates? You 
realize that this deficit cannot continue to increase and increase year 
after year and just unload it on the taxpayers generally and not ex- 
pect those who use the mails for profit like you do on such a large 
scale to pay just and fair rates. 

Mr: Hau. Sir, you have not asked me what we pay per unit of mail 
delivered. 

On Better Homes and Gardens, I believe it is 3.27, 314 cents, per 
copy. It goes up as high as 5 cents on some of our larger issues. 

‘he Cuarrman. How does your content of advertising compare to 
your reading matter ? 

Mr. Hatt. Better Homes and Gardens has 55 percent advertising 
and 45 percent editorial. They are all reading matter, however, sir, 
and they are all contiguous in their interest. People that buy Better 
Homes and Gardens buy it to read about refrigerators, and they read 
the ads about refrigerators. 

Successful Farming is about 59 percent. 

The Cuatrman. Mr. Rees. 

Mr. Rees. You say you can send that big magazine through the mail 
for 3 cents? 

Mr. Hau. This copy probably costs more than that. The average 
is 3144 cents. This is a little larger than the average. It goes up to 
414 cents. 

Mr. Rees. I read your magazines. They are both good magazines. 
There is no question about it. 

However, like the chairman, I am concerned as to whether or not as 
a businessman you are willing to go along and help share part of this 
deficit in the Post Office Department. 

Mr. Hatt. I had the impression, sir, as compared to the figures that 
I have heard here—and I disclaim any expertness on the postal policy 
or the cost ascertainment reports—that a 314 cent or 314 cent average 
cost was equal to if not above the cost of mailing this magazine. 

Mr. Rees. You think you are presently paying for the cost of your 
service to the Department; is that right? 

Mr. Hatt. I believe so. 

Mr. Rees. You do not think you are being subsidized at all, is that 
right? 

Mr. Hat. I certainly do not know that we are being subsidized. 
Let me put it that way. 

Mr. Rees. What share of the total operation of your magazines 
where you use this postage is for postal cost ? 

To put it another way, what is the total cost of your operation ? 
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Mr. Hatt. I think I can answer your question. Approximately 7 
percent is the share of our postal cost. That j is not ay our delivery 
cost. That is just the postal part of it. It does not count the trans- 
portation cost. 

Mr. Rees. Seven percent of the total operation of your company is 
postage ? 

Mr. Hatu. Yes, sir. 

Mr. Rees. How much of that is second class ? 

Mr. Hat. I can answer that question ina moment. Last year our 
second-class postage was $1.3 million out of a total postage of $2.1 
million, which it seems to me is roughly 60 percent. 

Mr. Rees. About 60 percent then is second class ? 

Mr. Hatt. Yes, sir. 

Mr. Rees. What we are talking about here then is about 60 percent 
of about a million and a half dollars of your cost; is that right? Did 
you say about a million and a half for second class? 

Mr. Haru. Yes; $1.3 million. 

Mr. Rees. You would increase your cost on a percentage basis on 
the total operation less than 214 percent ; would you not? 

Mr. Hatt. I gave you the figure. It is in the beginning of my state- 
ment. 

Mr. Rers. If you have those figures in here I am not going to take 
your time. 

Mr. Hatz. It means $1,231,000 to us in added costs and this is on 
top of a 30-percent increase in second-class mail which we have already 
had and a 50-percent increase on third-class mail, which you are thor- 
oughly familiar with, I know. 

Mr. Rees. What is your position on first-class mail ? 

Mr. Hatu. I do not think I should take a position on it. 

Mr. Rees. Do you not use it ? 

Mr. Hatz. Yes, sir. 

Mr. Rees. Why do you not take a position on it then ? 

Mr. Hatz. Because I am not an expert on postal affairs. If you 
are asking, are we as a company policy opposed to increase in first- 
class mail, I do not think so; no, sir. 

Mr. Rees. It would be helpful to us if you could tell us whether you 
are in favor of this increase in first-class mail. 

Mr. Hatz. I will go on record then as ane it. 

Mr. Rees. You do goon record as favoring it ? 

Mr. Hat. Yes, sir. 

Mr. Rees. You use, as I understand, quite a bit of third-class mail? 

Mr. Hatu. Yes, sir. 

Mr. Rees. As I understand your statement, you are opposed to the 
increase in third class, too. 

Mr. Hai. We have not made any statement that expresses opposi- 
tion to increases in either second- or third-class mail which are what 
we consider reasonable increases in line with the other types of in- 
creases in cost which we endure and which we have to adjust to. We 
think that a proposed 60-percent increase in second-class mail is pre- 
cipitious and makes it most difficult for a business such as ours to ad- 
just to. We think that a further hundred percent increase in third- 
class mail falls in the same catgory. 

Mr. Rees. Then I take it—and if I am wrong tell me—you are in 
favor of some increases in second- and third-class mail. 
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Mr. Hau. We are not opposed to reasonable increases. It is pos- 
sible, of course, that with efficiency or a change in the economic facts 
of life the postage cost might even go down. We would like to feel 
that the Post Office Department has a long-term policy which does 
relate the costs which we have to pay to the increasing or decreasin 
costs of the Post Office Department in a way in which we can absor 
it, the way our other costs are gone up. Our paper costs have gone 
up 15 percent over a 5-year period and there seems to be the threat in 
second-class rates of as high as a hundred percent in proposals before 
the Congress, and these types of rate increases we feel are unaccept- 
able as a business condition of life. 

Mr. Rees. Do you offer suggestions as,to what you think would be 
fair increases ? 

Mr, Hatt. I have said to you I thought increases that were in line 
with the other types of cost increases that we are facing, and I pointed 
out that in paper and total production costs have been increasing from 
3 to 5 percent a year. 

Mr. Rees, I yield to Mr. Hemphill here who is waiting to ask some 
questions. 

The Cuarrman. Mr. Hemphill. 

Mr. Hemrpuityt. You included in your statement, sir, in exhibits A, 
B, and C, certain statistics taken from the cost ascertainment report 
of 1954; is that right? 

Mr. Hau. Yes, sir. 

Mr. Hempuiti. Then do you subscribe to that method of determin- 
ing costs ? 

Mr. Haut. You mean the cost ascertainment part ? 

Mr. Hemrpuiy. Yes. 

Mr. Hauxi. Congressman Hemphill, I disclaimed any great knowl- 
edge on this whole matter when I came in. It is my understanding 
that the cost ascertainment report is a method of cost control, a cost 
system, which I have heard spoken highly of and heard spoken of 
otherwise. I frankly am not in a position to express a qualitative 
opinion on it. We used these figures following considerable study that 
Time magazine did several years ago and which was documented by 
an outside consulting firm, the name of which I have here if you are 
interested, and we adopted their classification. 

Mr. Hempuity. Do you rely upon these exhibits that you put in your 
statement or not ? 

Mr. Hau. Yes, sir. 

Mr. Hempnitx. If you rely upon them I assume that you must give 
some credit to the cost ascertainment system because you say in exhibit 
A “Handling costs are major,” and in exhibit B “Transportation costs 
are relatively minor”—— 

Mr. Hatt. Yes, sir. 

Mr. Hempuits. (continuing). Which you take from cost ascertain- 
ment. 

Are you familiar with the fact that in 1955, evidently by using the 
cost ascertainment system, the Post. Office Department estimated that 
the revenue from Better Homes & Gardens to the Post Office Depart- 
ment for handling the service was $758,000 and the cost was $1,904,000, 
which would mean that it costs about 21% times as much for the post 
office to handle it as the revenue they are receiving from it. 

Mr. Hatt. What isthe source of those figures ? 
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Mr. Hempuity. The Post Office Department. 

Mr. Hatt. Do we have access to those figures? They are new to me. 

Mr. Hempuit. I will be glad to give you this copy of mine. I do 
not think I have any extra copies with me. 

However, you are certainly welcome to them. Here is National 
Geographic, Good Housekeeping, and so on. 

Were you people aware of those figures at all ? 

Mr. Hatt. I am not, sir. This committee has had submitted to it, 
I believe, in great detail the study that Time, Inc. has made related 
to magazines, and we have not duplicated such a study. However, 
we are generally familiar with their point of view. 

Mr. Hempuity. The Post Office Department in 1955 loses $9.5 mil- 
lion on Life, if you are interested, about $5 million on Reader’s Digest, 
and apparently on your magazine they only lose a little more than $1 
million. 

Mr. Hay. Apparently those figures have been questioned, though ; 
have they not, Congressman Hemphill? If we take the Time, Inc., 
study—and I am certainly in no position to develop it; neither am I 
in a position to do anything but accept it—I would rather gather that 
we make money for the Post Office Department on second-class mail. 

Mr. Hempnitt. You do not have any figures of your own ? 

Mr. Hatt. No, sir. 

Mr. Hempuiiy. You take the Time study ? 

Mr. Hau. No, sir; we have not made a detailed study such as Time 
has based on the cost ascertainment report. 

Mr. Hempnuiwy. All right, sir. 

I am going to give you these when you leave here. I will get some 
more somewhere I am sure. 

I have a mailpouch here which a carrier handles. I might tell you 
that this costs the Post Office $14, and you can buy them from Navy 
surplus at $4.10 plus tax, but the Government being as it is, some 
people are not interested in that. The magazine goes in here with 
all the rest of the mail that the gentleman carries around, is that not 
correct ¢ 

Mr. Hau. Yes, sir. 

Mr. Hempniiy. First class and everything? 

Mr. Hau. Yes, sir. 

Mr. Hemputu. I have here your April copy which, incidentally, | 
will tell you I enjoyed very much, but it is carried around by the car- 
rier with first-class mail and everything else, is it not? 

Mr. Hau. Yes, sir. 

Mr. Hempuiiyi. And it weighs about 2 pounds? 

Mr. Hatt. Yes, sir. 

Mr. Hempuity. So evidently if he did not have to deliver this of 
course he would have more room for first-class letters in the first place, 
would he not ? 

Mr. Haut. I would imagine so, sir; yes. 

Mr. Hemrui. Plus the fact that it weighs as much as probably 50 
letters, does it not? 

Mr. Hatt. I have not any, idea what the weight of letters is, sir. 

Mr. Hemeniti. What would you say the weight of the magazine is? 
About 2 pounds? 
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Mr. Haut. I have the weight of that magazine, sir. Just a little 
over. 

Mr. Hemput, A little over 2 pounds? 

Mr. Hat. 2.1, 

Mr. Hempniiy. You put them in the mail sometime prior to the first 
of April in order to get them to the customer around the first of April, 
do you not? 

Mr. Hau. Yes, sir. March 25 is our approximate delivery date. 

Mr. Hempnuiy. You have never had any particular complaints 
about the delivery being slowed down or anything by the Post Office, 
have you ¢ 

Mr. Haut. Oh, yes, sir. 

Mr. Hemrutit.. You have? 

Mr. Hatz. When I read my statement I enumerated a number of 
things that we had done in cooperation with the Post Office Depart- 
ment to try to expedite the handling of our magazine and the reason 
why we have done that is, No. 1, for cost savings to ourself but, No. 2, 
and very important, is to reduce delays and reduce damage. 

I pulled a magazine, and this is not meant to be a dramatic illustra- 
tion, and it was not selected, but we get a number of complaints and 
magazines returned to us this way. We are not complaining about 
the service, but we are pointing out that it is really a problem to us. 

We have a traffic department that works hard at minimizing the 
number of handlings that the post office has to have in delivering our 
magazine. We have cut our handlings way down and this is one of 
the reasons why. 

Mr. Hempnityi. Would not that actually happen to any magazine 
of that size thrown together with anything else? There is naturally 
going to be some damage. 

Mr. Hau. Yes, but we make a major effort to reduce it and in the 
process, sir, we reduce the post office handling costs and we think we 
reduce them very substantially. 

Mr. Hempenumw. You still think that in delivering this a little over 
2-pound magazine for I believe the maximum you said was 5 cents—— 

Mr. Hau. Yes. 

Mr. Hempumw. As compared with delivering a first-class mail letter 
for 3 cents, 50 or 60 of which would be equal to this, the Post Office 
makes money ? 

Mr. Haut. In 109 post offices, for example, only that magazine was 
delivered to the city and it was zoned for subdelivery, so the handlings 
were cut down almost to just the delivery. Taking an average illustra- 
tion, I have a map here, but it is buried in my files, and by using Chi- 
cago as the entry point, we cut the handlings on Wisconsin deliveries 
from I believe 10 or 11 down to 6. That is an average or a typical 
instance. I could quote figures where we cut the handling much more 
than that. 

Mr. Hempuitx. Of course when it goes into the post office they can 
take it out to the pickup station in that particular zone. 

Mr. Hau. We even have the station on the coding card. 

Mr. Hemrniy. And they just take it out to that station ? 

Mr. Hauy. Yes. 

Mr. Hemeuu. Still the man has to pick it up at that station, put 
it in his pack and deliver it. 
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Mr. Hau. But he does not have to sort it at 3 or 4 stations 
in between. The point I am trying to make is I do not think the com- 
parison between a first-class letter and our magazine is a valid com- 
parison, because the handling by the Post Office Department is so 
much different with a magazine than it is with a first-class letter, 
and the cost, as I have tried to point out, is in the handling. 

Mr. Hemrumn. I might ask you if you think the weight makes any 
difference, Does the fact that this weighs that much have any bear- 
ing ¢ 

Mr. Hau. If the figures that I quote here are correct, it seems like 
weight and distance account for about 20 percent of the cost and 
handling 80 percent. 

Mr. Hempnmx. While you might zone it on the rural routes, of 
course the rural carrier would have to put it in his bag and take it 
out and stuff it in a mailbox and if you put that in an ordinary mail- 
box it would take some extra time, would it not ? 

Mr. Hau. Yes, sir. 

Mr. Hemreuiy. Because of size. 

Mr. Hatz, I think that point is a good one. Better Homes and 
Gardens is primarily an urban magazine. Successful Farming is a 
rural magazine and it unfortunately does not reach the same size 
as Better Homes and Gardens does, 

Mr. Hemputiii. Better Homes and Gardens is a good magazine, but 
that is not the point here. The fact is the rural carrier has to handle 
it and of course has to fold it or do whatever is necessary. 

In the town I live in, which I assume is similar to most of them over 
the country, you have to have a mailbox before you get mail delivery. 
You have to put it in there, don’t you? 

Mr. Hau. Yes, sir. 

Mr. Hemreni1. Do you people believe that your magazine should 
pay itsown way? 

Mr. Haut. Sir, I would like to answer that question with more than 
just a yes or no. We believe 8 at we should be able to predict our 
postage costs over a period of years and that those cost increases should 
have a relationship to baalitiede ‘Sonditions that exist generally. If 
you will accept that answer as a preliminary, then I will say that 
within the framework of that, yes, we feel we should pay distribution 
costs. 

Mr. Hempniti. Then if this committee finds that you are not pay- 
ing your cost, you would not be in position to object to our raising the 
postal rates over a period of years in any reasonable way so that. you 
pay your cost ? 

Mr. Hatt. If you can determine the cost of the service rendered to 
us and exclude therefrom the public-welfare portion of the postal cost, 
and if you find that we are not paying after excluding the public- 
welfare cost our fair share, and we think we are, but we cannot prove 
it, we certainly do not object to an increase in rates providing they 
are not prec ipitous and unreasonable, and we think 15 percent a year 
is inflationary beyond the limits of inflation that we have been facing 
in our business for some time. It is extreme. 

Mr. JoHAaNnsEN. Will the gentleman yield ? 

Mr. Hemrntiy. Certainly. 

Mr. Jomansen. This is to clarify my own thinking. Is it not a 
fair statement that what any user of the mail is buying with his post- 
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age rate is not only the labor, and transportation, and other costs, how- 
ever they are prorated, and ae they are fairly prorated, but 
is he not also buying the service, or at least some portion of the service, 
to him as a user over and above the actual labor cost and so on? Is 
he not properly paying something, as the first-class user does certainly, 
for the fact that that service is there and it is a service to him ina 
profitmaking business enterprise ? 

Mr. Hauu. I think the answer to that question is “Yes, sir.” To an- 
swer it a little more fully, it might be that we would be satisfied as 
far as the delivery of our magazines is concerned if the Post Office De- 
partment provided delivery twice a week, because while timeliness is 
of some importance, it is nowhere near the importance as far as time 
within the week. 

Now, are we being charged for a service that provides 6 days a week 
and do we need that as far as second-class mail is concerned? I can- 
not give the answer, but it seems to me that is the sort of question that 
your question evokes. 

Mr. Jonansen. My only point is I recognize the public-welfare 
factor, but I think we ought to recognize that there is also, and it is per- 
fectly legitimate, a private-welfare factor for anybody that is en- 
gaged in business, and I am certainly not quarreling with engagement 
in business for profit. 

Thank you. 

Mr. Haun. May I answer that ? 

Mr. JoHANSEN. Yes. 

Mr. Haut. We can match the services provided by the Post Office 
Department as far as the transportation of our magazines is con- 
cerned and very largely do, and we are quite successful in it because 
we have the advantage of the competition between various types of 
service, trucks, and rail, and so forth, so that the major part of the 
transportation of our magazines, Better Homes and Gardens par- 
ticularly, we provide ourselves. We do not think that there is any 
substitute for the postal-delivery service. It is an integral part of 
our business. 

Mr. JouHAaNnseN. That is what I was referring to as service. 

Thank you, Mr. Hemphill. 

Mr. Hemrnity. To follow up what I was questioning you about a 
while ago, the thing that disturbs me frankly, sir, is you come in here 
and the editor of some other magazines and say, “We are paying our 
our own way.” You said this morning, “I cannot prove it.” The 
Post Office Department on the other hand says you are not paying your 
own way. They bring in here the estimated annual revenues, which 
I am going to give to you, and they also have put into the record here 
the relation of revenues to expenditures and second-class mail, and 
they say in 1956 second-class mail paid 19.5 percent of its own way. 
If you cannot furnish us the information to substantiate your position 
how are we going to make a just decision ? 

Mr. Hatz. I am most sympathetic with your point of view. I 
would like to point out that I did not say we were paying our own 
way. I said I thought maybe we were. I confess, if it is a confes- 
sion, that we have not taken considerable time and money, and I be- 
lieve it would be very considerable yearly man time, not just weeks, 
to investigate and try to run down exactly what the costs to the Post 
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Office Department is in either out-of-pocket cost or some other defini- 
tion of cost to carry our magazine. We do not feel that. that is neces- 
sary on our part. We are very interested in the contribution made 
in that area by one of our other publishers, and we relied on some of 
his determinations, not in figures, but in classification of accounts, 
that’s all. 

We feel the major thing that we can contribute, and the reason why 
we are here today—and this contribution is not as large perhaps as 
you would like it to be judging by your question—is this: Here is the 
way this postal increase affects us as a business and that is a selfish 
point of view, and we admit it, but we think that you should have the 
advantage of the effect of postal increases on our business, and that 
is the meat of what we tried to present here today. 

In addition we have suggested some considerations. We have not 
belabored them. 

Mr. Hempuiy. Of course nobody blames you for protecting your 
own business. You would be less than a good businessman if you did 
not. However, we have a terrific problem here and of course I im- 
agine you feel that if we raise the postal rates over and above what 
it costs to handle your particular magazine or that particular cate- 
gory, then you would be paying for somebody else’s service. 

Mr. Hau. We hope we do not have to do that. 

Mr. Hempuiy. On the other hand, I draw from that analysis that 
you would not want any other class of mail to have to pay for your 
service. 

Mr. Hatz. No, sir. 

Mr. Hempuu.. I think that is a fair statement. If you people 
have a cost method different from what we call cost ascertainment or 
have some accounting facilities which would furnish that information 
and do not furnish it, where are we to get it ? 

Mr. Hatz. Ido not know, sir. Iam aware that the Senate appointed 
a committee, and I do not want to take a position on that, but it is still 
a Senate committee and they provided some information on the sub- 
ject, at least with respect to public welfare cost, which I would like 
to see you rely upon. 

Mr. Hempuitt. So far as the public welfare costs, do you think they 
should be assumed by the taxpaying public of the United States? 

Mr. Hatt. I do not think they should be assumed by second-class 
mail users. 

Mr. Hempuity. Therefore, regardless of what rates we would make, 
nevertheless, if we applied the actual rate to the cost, there would still 
be an element of appropriation in there because of welfare, is that 
right ? 

Mr. Hatt. Yes, sir. 

Mr. Hemeniuy. Thank you, sir. 

Mr. Cunnincuam. Mr. Chairman. 

The Cuarrman. Mr. Cunningham. 

Mr. Cunnincuam. Mr. Hall, the figures that Mr. Hemphill had as 
to the Post Office costs for this service I do not have, but Mr. Hemphill 
brought them up and you said you would like to study them, and he 
is going to supply you with that information and I wish you would, 
because I would like to know what your conclusions might be. Per- 
haps, if you care to, you could put them in the record. You must 
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have some reaction to these figures, which is quite different from your 
viewpoint. ; ; 

Mr: Hatr. Yes. Are the figures going to supply us with some basis 
as to their source, Mr. Hemphill ? 

Mr. Cunnincuam. I think the committee would be happy to have 
the Post Office Department consult with you or you with them so 
that you might arrive at an intelligent rebuttal, if that is what you 
have in mind. : 

Mr. Hemprit. The Post Office Department furnished the figures. 
Mr. Holifield furnished me these at my request and he asked the Post 
Office Department to furnish some figures for 1956. 

Mr. Haut. My answer is not exactly the same problem, but I 
would like to supply the Post Office Department with a comparison 
of our increase in costs, other business cost, which have been running 
about 3 percent a year, as against a 30 percent so far increase over a 3- 
year period of second-class mail and now a proposed additional 60 per- 
cent. I would like to get their response. 

Mr. Cunnineuam. I know what will happen. You will present 
your figures and they will have theirs and there will be no way of cor- 
relating the two. 


I was hopeful when you got those figures you could correspond or 
talk with the post office people to see why their figures are different 
from yours. That would be interesting to me, and I am sure to the 
committee. If you can arrive at that conclusion we can make it a 
part of the record, and it would be helpful. 

Mr. Haut. I think that is a fine suggestion. 

(The information is as follows :) 


MEREDITH PUBLISHING Co., 
Des Moines, Iowa, April 10, 1957. 
Hon, GLENN CUNNINGHAM, 
Committee on Post Office and Civil Service, 
House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN: At the time of my appearance before the House Com- 
mittee on Post Office and Civil Service, I was given figures by Congressman 
Hemphill purporting to show the cost of handling Better Homes and Gardens 
by the Post Office Department, and the revenue received from us in the form of 
second-class postage. You inquired as to our explanation of these figures, and 
this letter is in response to that inquiry. 

You are aware, I am sure, that I had never seen these figures before that day 
and I have no way of evaluating them, since I do not know what statistical for- 
mula was used in their computation. 

Apparently they have been computed on the basis of cost ascertainment showing 
for 1956, per table 100A, a total second-class postage of $269 million. The Post 
Office adjusted this on deferment and other price-making factors, revising this 
total to $102 million (see table 100). Still it is my guess that the figures 
provided with respect to Better Homes and Gardens were based on the original 
cost ascertainment figures totaling $269 million. 

If my supposition is right, that the Post Office in providing figures to Better 
Homes and Gardens has done it based on the table 100A, then I would assume 
that an allocation of cost based on table 100, the adjusted figure, would show 
our cost as considerably less. Also even this determination: would be on an 
average basis of some sort. 

As I tried to make clear in our testimony, we feel that the cost to the Post 
Office of handling Better Homes and Gardens is much lower than for other 
magazines, and, therefore, we feel that an average figure would not properly 
represent the actual cost. This point was made very forcefully by the Life 
presentation and as our average postage per copy (presented at the hearing) 
compares very favorably with their average, I believe it is fair to make the same 
basic assumption that they have. 
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I appreciate that this is not completely helpful, but without a complete under- 
standing of the method used by the Post Office Department, we can only’ deal 
in suppositions. We are of the opinion that Better Homes and Gardens’ second- 
class mail postage more than meets the out-of-pocket cost incurred by the Post 
Office Department. We have no way of proving this, but based on all the figures 
we have seen, we feel fairly confident that such is the case. 

Thank you very much. 

Respectfully yours, 
PAYSON HALL, Treasurer. 

Mr. Cunnineuam. There is another thing I had in mind. 

You and other publishers have outlined some of the services that you 
yourselves perform in getting your publication into the hands of your 
subscribers and you ae the sacking of the mail and the postal 
card, zoning, entry points, and all of that sort of thing. 

Would there be any way or do you have the figure so that you could 
give us an estimate of what that particular service that you perform 
costs you? 

Mr. Haut. I can give you the total dollars, sir. The postage costs 
themselves this last year were $2,134,000. Our total delivery cost, 
which includes that $2,134,000, for the same year—and I will have to 
give you this in three figures—was on Better Homes and Gardens, 
$2,431,000. 

Let me start again on this, because I think I have them, Congress- 
man Cunningham, if I can lay my hands on them. 

May I come back to that, sir? I am quite sure I have them here. 

Mr. CunNINGHAM. Yes; I ama newcomer here. I do not know too 
much about the postal operation, but I am learning fast. 

Mr. Hat. I can generalize on that. I am quite sure our total han- 
dling and postage costs are about double the postage. In other words, 
our own costs are about equal to what we pay out in postage. 

The Cuarmman. What constitutes your own cost in that connec- 
tion? Give us a breakdown on the items that comprise the cost. 

Mr. Hatt. It is the cost from our mail room until the entry point 
in the post office, primarily transportation. 

The Cuairman. How many points of entry in the post office do 
you have? 

Mr. Hay. Twenty-seven. 

The Cuatrman. Of course you save money by that because advertis- 
ing rates are zoned, are they not? 

Mr. Hatt. We save money, and we save time, and we save wear 
and tear on the magazine, sir, as I pointed out. 

Mr. Cunninouam. The point is that you pay a certain postage bill 
and in addition to that you perform certain other services where this 
mail is sacked so that there is no sorting involved, and all of that 
sort of thing, so the magazine reaches its destination and it is simply 
ready to deliver to the various subscribers. 

Mr. Hatz. Which we believe saves the Post Office money as well 
as ourselves. 

Mr. Rees. You mean the Post Office would have to do that? 

Mr. CunnincHAM. The money you spend to do that approximately 
equals the total postage bill that you pay ? 

Mr. Hatt. I believe that statement is right, sir. 

Mr. Cunntnonam. I think your contention is, and the others, that 
instead of just figuring the cost from your mail room to the subscriber, 
as you feel perhaps the Post Office Department does in arriving at 
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their figures, they should take into account the other expenses that 
you are going to have in getting that mail to your subscriber and re- 
ducing the work that the Post Office has to do in getting it there? 

Mr. Haui. Congressman Cunningham, the Post Office, as you know, 
does take that into account in a degree in that our rates are zoned. 
However, our point is that since handling cost is a large part of the 
cost of the Post Office Department and since we eliminate a great 
deal of that cost, putting our magazines into the point of destination 
in such a large percentage of cases, we feel we save the Post Office De- 
partment a considerable amount of money. We do not do it in order 
to save the Post Office Department that money, however; we do it to 
save ourselves. 

The Cuatrman. Certainly, because advertising is zoned. I wish 
you would supply at this point these 27 post offices where you enter 
your magazine so as to cut down on your zone delivery. 

Mr. Haut. Can I send you that, sir? 

The CuarrMan. Yes, sir. 

Mr. Hatt. I do not have it with me and I do not remember it. 

(The information is as follows :) 


BetTER HoMES AND GARDENS MAIL ENTRY POINTS 


Entry point State Entry point State 
Jacksonville____-_. Florida Columbus_......_ Ohio 
MEE crcicteetctesis ein Alabama West Virginia 
Georgia Tn Lee Texas 
South Carolina Oniphekis cau. Colorado 
) a ot nee Massachusetts Idaho 
Springfield_______ Rhode Island Nebraska 
Connecticut Nevada 
Albany... siui2) Maine Utah 
New Hampshire Wyoming 
Vermont Kansas City No. 1 Arizona 
New York Kansas 
, ER aa d New York New Mexico 
New York City_._. New Jersey Oklahoma 
Philadelphia__-_-_- New Jersey Chicago locals__.. Ilinois 
Pittsburgh_______ Pennsylvania Indianapolis_____. Indiana 
Harrisburg____-_. Pennsylvania Kentucky 
St. Louis No. 1_-. Louisiana | Kansas City No. 2 Missouri 
Mississippi | St. Louis No. 2.__ Arkansas 
Tennessee Illinois 
ORO ccs eoiks Oregon Missouri 
NE ge gg Washington Chicago No. 2.___ Illinois 
Caran. 22k California Wisconsin 
Los Angeles______ California D lee SUD S cicitas ce Minnesota 
Baltimore__..___- Delaware Montana 
Maryland } North Dakota 
Richmond____-_--_- North Carolina Des Moines__._-~-. South Dakota 
Virginia Towa 
Washington, D. C. Foreign 
Grand Rapids__.. Michigan 


Mr. Cunntncnam. There is one other observation I would like to 
make. It has nothing actually to do with the subject, but I did want 
to say for the record that we are indebted to almost all of the maga- 
zine people for the public-service advertising that they do and con- 
tribute free to various causes, including many of those departments 
of the Federal Government who have programs, one of which I am 
particularly familiar with, the savings-bond program. 

What did you say the cost of a page of black and white is of adver- 
tising? 
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Mr. Hatt. The sales cost? The black and white is $15,000. 

Mr. Cunnineuam. Very often these people will give full pages to 
these public service causes without cost. I know Time has, and others. 
They are giving that as a public service to the Government as well as 
to other people who have good causes to represent. I want to con- 
gratulate them and say that we appreciate their doing that for us. 

Mr. Haun. Thank you. 

Mr. Cunnincuam. That isall. 

The Crarrman. Mr. Gross? 

Mr. Gross. Thank you, Mr. Chairman. 

I am glad the gentleman from Nebraska, Mr. Cunningham, brought 
out this breakdown in costs, that is, the costs that you absorb in addi- 
tion to the postage that you pay for the handling of the mail, which 
Mr. Schwartz of the Des Moines Register and Tribune also brought 
out when he was here. He won’t benefit from his own rates in adver- 
tising as you will benefit from them, and the costs that they absorb in 
getting their paper into the mail are very considerable in the State of 
Iowa in the distribution of their daily newspapers. 

You spoke a while ago of the mail service being indispensable to 
your business. I believe you said it was indispensable. 

Mr. Hat. Yes, sir. 

Mr. Gross. And your business as well as that of other publishers 
is also indispensable to the Post Office, I take it. 

Mr. Haut. I hope so; yes, sir. 

Mr. Gross. If there were simply a first-class mail delivery service 
it would make quite a difference in the service to the public of this 
country. 

Mr. Hany. We think that they would show a greater deficit. 

Mr. Gross. Yes; considerably greater deficit. 

On the matter of overall deficits—and I am not going to pursue that 
point—I think you will agre with me that there are other deficits in 
the Federal Government that we can well look into, too, as well as 
the Post Office Department. 

Mr. Hau. Lagree with you, sir. 

The Cuamman. You say you have 27 post offices where you enter 
your magazines for distribution ? 

Mr. Hauu. Twenty-seven. 

The Cuarrman. How much do you estimate you are saving in post- 
age by having these 27 offices of entry rather than having just the 
one office of entry ? 

Mr. Hat. I cannot give you that figure. Obviously, we would not 
use the 27 if we did not feel that we were saving money, plus the speed- 
up, sir. We have had a considerable problem of getting our magazine 
delivered through the mails on a date that coincides with roughly the 
date it becomes for sale on the newsstands. Our subscribers object to 
seeing the magazine on the newsstands ahead of when they receive it 
in the mails, so we have developed the entry-point system extensively 
as a way of speeding the magazine, and then this damage factor—and 
I do not mean to dwell on it, because I am not here to challenge the 
Post Office Department’s handling of the mail—became very consid- 
erable and we have been able to reduce that simply by reducing the 
number of times the magazine is handled, which certainly makes com- 
mon sense. 

The Cuarrman. Mr. Rees. 
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Mr. Rees. As I understand it, you designated these 27 points in 
various parts of the United States. 

Mr. Hatt. With the cooperation of the Post Office Department. 

Mr. Rees. With the cooperation of the Post Office Department. 
You deliver your magazines to each of those 27 points? 

Mr. Haut. Yes. 

Mr. Rees. And from there on the Post Office Department carries 
those magazines for you ? 

Mr. Hau. After we put them on the cars. 

Mr. Rees. After you put them on the cars. 

Mr. Hatz. Yes. 

Mr. Rees. So after you put them on the cars, from there on the De- 
partment takes that magazine and delivers it to the post office to where 
it is addressed. 

Mr. Hatt. We put a tag on it which says what train, what time of 
day, and what zone within the cities. 

Mr. Rees. However, the Department takes care of that expense for 
you. 

Mr, Haru. Yes, sir. 

Mr. Rees. And takes it out to Kansas City, Mo., we will say, or 
Wichita, Kans. 

Mr. Hatt. Yes, sir. 

Mr. Rees. It goes to the post office in Wichita, Kans., and the mail 
carrier picks it up and carries it out a mile, or 2 miles, or 3 miles, or a 
half mile, whatever it is; is that right? 

Mr. Hat. Yes, sir. 

Mr. Rees. All for how much money ? 

Mr. Hau. Five cents. 

Mr. Rees. You get all that service rendered for 5 cents. By the 
way, a mail carrier is only supposed to carry what? 35 pounds; isn’t 
he ¢ 

Mr. Hatt. I do not know, sir. 

Mr. Rees. So if he had 15 copies of Better Homes and Gardens some 
morning he would have a load all by itself; would he not? 

Mr. Hatt. I think they enter them into storage bins, do they not, 
along the postman’s route? 

Mr. Rees. He would have a load anyhow. 

Mr. Haut. We hope this is not an exception, but I must admit 
that this 2-pound issue that has been brought to your attention is an 
abnormally large issue for us. 

Mr. Rees. I agreed earlier that it is a wonderful magazine. It is 
a fine magazine, and many of us take it, but I am just thinking about 
the wonderful service you get for a 5-cent delivery of that magazine. 

Mr. Hawi. You get all the information in this magazine for 35 
cents, too. 

Mr. Rees. We get that; but I am thinking about your side of it. Do 
you not think it is pretty inexpensive ? 

Mr. Hatu. Yes. 

Mr. Ress. It isa pretty good bargain. 

Mr. Hau. Yes, sir. 

Mr. Rees. I would think so. That is the reason I cannot understand 
why you just do not feel like you can go along a little more in respect 
to increasing these rates. 
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Mr. Hau. That is a wonderful thing about mass production or mass 
distribution; the unit cost go down. But I have not said that we 
would not go along with an increase in rates. I have said that those 
increases should be compatible with the other types of cost increases 
that we have. 

Mr. Rees. I was just calling attention to the service. After all, 
that is rendered to the publisher in respect to these matters. 

Mr. Hau. Yes, sir. 

Mr. Gross. I think the gentleman’s contention of handling as one 
large item of cost is well borne out by the Postmaster General’s threat, 
as of tomorrow to eliminate, as a first step, handling of an entire 
category of mail. 

The Cuarman. All right. Thank you very much, Mr. Hall. 

The next witness is Mr. Darrel C. Ray, secretary of the Christian 
Booksellers Association, Chicago, Ill. Mr. Ray. 


STATEMENT OF DARREL C, RAY, SECRETARY, CHRISTIAN BOOK- 
SELLERS ASSOCIATION, CHICAGO, ILL. 


Mr, Ray. Mr. Chairman, my statement is very brief, but I do want 
to bring it before this committee. 

The Cuarrman. All right. 

Mr. Ray. My name is Darrel C. Ray. I am secretary to the Chris- 
tian Booksellers Association, an organization with a membership of 
almost 600 retail stores. 

I know of no exception when I say these stores were opened for 
business not because it seemed lucrative, but because these men and 
women felt the need for a greater distribution of Bibles and good 
books. We believe that the operation of such stores, serving their re- 
spective areas, encourages the stand for fundamentals of the faith 
of our fathers and a guard against delinquency. 

The existence of these stores has contributed in a measure to the 
increased church attendance we are enjoying, by making people more 
conscious of their responsibility and by providing a wide variety of 
helps through books to church and Sunday school teachers. Also 
these stores furnish a valuable service to other worthwhile organiza- 
tions. 

I own the Ray’s Christian Supply Store, in Kankakee, Ill., where 
I reside, and am vitally interested in its successful operation in pro- 
viding Bibles and good books to men, women, and children. How- 
ever, I am here primarily in behalf of approximately 600 other stores 
undertaking to accomplish this same purpose. 

The increase in the book rate from 8 to 10 cents on the first pound 
and from 4 to 5 cents on each additional pound may seem small, but 
through the year this increase on books coming into the store and out 
to the customers could become a financial burden to the store operation. 
Due to the tremendous number of publications which necessitate many 
shipments, this increase in postal book rate could be fatal to some 
small stores, and thereby curtail to some degree the distribution of 
good books and Bibles. 

However, our organization has no objection to the raise in postal 
book rate as you have requested in bill H. R. 5836, provided com- 
parable classes of postal rates are to be raised to the same level, for 
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we believe that the Post Office Department should not operate at too 
great a loss. However, should it be that comparable postal rates are 
set at a much lower level we would then object, as we would feel that 
there was discrimination against books. If the book postal rate is 
set at a higher level it would have a tendency to channel a greater 
amount of other reading materials to the public, especially the youth, 
and retard the distribution of Bibles, educational and character build- 
ing books. 

It does not seem proper to impose any increase at all until the much 
more favorable rates given to general newspapers and magazines are 
revised to the level of the book rate. Books are clean cartage and 
the service cost per pound should be well below average. 

here is an increasing difficulty in getting time and attention de- 
voted to religious books in the face of television and other diversions 
and amusements. Therefore, it is essential that we do not add to this 
problem by increased cost of transportation. 

On behalf of the members of the Christian Booksellers Association, 
I ask that there be no increase from the book rate now in force unless 
comparable postal rates are raised to the same level. 

I wish to express my appreciation for the privilege we have to pre- 
sent our position in regard to the proposed increased book rates and 
for the wise consideration I am sure it will be given. 

The Cuarrman. Thank you. 

Are there any questions / 

Mr. Hempuitz. I wonder if I can show the gentleman what our 
problem is. Iappreciate your statement. 

I have here a copy of a wire received by Congressman Gary this 
morning. He is chairman of the Treasury and Post Office Subcom- 
mittee of the House Committee on Appropriations. The telegram 
says: 

Congratulations on your subcommittee recommendations for the Post Office 
Department. Patrons contacted today are not interested in Saturday service, 
did not care if rates went up where Post Office could pay own way, wondered 
why they got so much junk mail. 

I serve 320 families, 64 miles route, 10 years service. 

That is from a rural mail carrier. 

As far as Bibles are concerned, they do not go through the mail 
free at this time ? 

Mr. Ray. No, sir; at the book rate. 

Mr. Hemrpnity. At the regular book rate ? 

Mr. Ray. Yes, sir. 

The Cuarrman. Yours isa profit organization, is it not? 

Mr. Ray. Yes, sir. 

The Cuarrman. You sell other books besides Bibles? 

Mr. Ray. Oh, yes, sir. 

The Cuarrman. Do all your books pertain to religious matters ? 

Mr. Ray. Basically religious; that’s right. 

Mr. Hempuiy. Do you think there should be a different rate on 
Bibles than on other books? 

Mr. Ray. I would not say that necessarily. As I say, we are not 
opposing this, but we do feel that if books are raised to a higher level 
and other reading material not, it would be a discrimination against 
books which would ultimately reflect in the distribution. 
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Mr. Hempuiy. Then your statement is that you do not mind rais- 
ing it as long as it is comparable to our other classifications. 

Mr. Ray. That is right. 

The Cuatrman. Thank you. That is a very fair statement. Other- 
wise, if there is no increase in other classes like first and second and 
third, you do not think there should be an increase in the book rate 
or fourth class? 

Mr. Ray. That is right. 

The Cuarrman. Thank you very much, sir. 

The next witness is Mr. James E. Edwards, president of the 


Prairie Farmer Publishing Co., Chicago, Il. 


STATEMENT OF JAMES E. EDWARDS, PRESIDENT, PRAIRIE FARMER 
PUBLISHING C0., CHICAGO, ILL. 


Mr. Epwarps. Mr. Chairman, I have a statement I would like to 
read. 

The CuHarrMan. Very well, sir. 

Mr. Epwarps. Mr. Chairman and committee members, I would like 
to state that my publication, Prairie Farmer, is printed and mailed in 
Chicago, with a circulation of 400,000. Our subscribers are concen- 
trated in Illinois, Indiana, southern Wi isconsin, and southwest Michi- 
gan, with separate editions for those four States, published semi- 
monthly. Prairie Farmer, by the very nature of its clientele, is dis- 
tributed exclusively through the mail. We have no newsstand cir- 
culation. 

That is why the proposed increase on second-class postage rates con- 
cerns me very much. I feel that the projected rates are unfair and un- 
realistic. I do not contend that there should be no increase in second- 
class postage, if necessary, but any change should be reasonable and 
spread so we can live with it. 

You must remember that our subscriptions are long term and we 
are committed to deliver our publication for years in advance. Last 
year, for instance, we took in some 90,000 subscriptions. Twelve per- 
cent were for 1 year, 30 percent for 2 and 3 years, 30 percent were for 
4 years, and 28 percent for 7 years. More than half of those subscrip- 
tions will run to 1960 and 1963. So, come hell or high postage, we will 
be obliged to fulfill those commitments. 

Mr. Jonansen. May I ask a question there? That point may well 
be taken, but that applies also to other costs that may be increased 
by 1963. 

Mr. Epwarps. I grant you that; yes, sir. 

The Cuatrman. All right, sir. 

Mr. Enwarps. Now, 1 should like to point out that at Prairie 
Farmer we make things just as easy as we can for the post office 
Our stencil list is not conveniently made up alphabetically or by coun- 
ties or towns. Ninety-seven percent is made up under 32 different 
train routes out of Chicago. We bag this mail and haul it direct to the 
various trains. The mail does not need working on the train because 
each town’s mail is in separate bags and in most cases each rural route 
individually bagged. 

For our March 16 issue we used 3,106 No. 2 bags and paid the post 
office $4,111.02, or an average of $1.32 per bag. 
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I am sure the members of this committee appreciate that the Post 
Office Department of this country was founded as a service to its 
people, and it still comes in that category. Probably it is of greater 
service to rural people than to some other segments. Prairie Farmer 
implements that service by bringing to farm people the news and in- 
formation that is vital and necessary to their business. 

Prairie Farmer’s editorial department attempts at all times to carry 
a well-rounded budget of educational news and to further especially 
Government programs that have been enacted for the benefit of farm- 
ers and rural people. Here are some recent examples: 

(1) Since the enactment of the soil-bank legislation approximately 
a year ago, Prairie Farmer has carried more than a dozen articles in- 
terpreting the USDA program, applying it to conditions in our terri- 
tory, and urging farmers to keep in close touch with their county com- 
mittees. Because Prairie Farmer has a minimum closing date, it has 
been possible to make many announcements to farmers with close tim- 
ing as to apply Government programs to seasonal decisions. 

(2) In December 1956, at the time of the corn referendum, Prairie 
Farmer devoted large space to this question and was able to announce 
rules for the eligibility of voters and publish an official specimen bal- 
lot, even though these were not decided in Washington until 2 weeks 
before the event. Prairie Farmer also carried a thorough analysis of 
the pro and con of the corn referendum, applying these arguments to 
specific conditions in our individual territory. 

(3) Regularly, Prairie Farmer carries Government maps on long- 
range forecasting of weather, and also maps forecasting the degree of 
insect infestation which the farmer must contend with in planning his 


enone. Information comes from State and Federal sources and is car- 


ried as a public service to rural people. 

(4) Prairie Farmer has been zealous through the years in assisting 
with livestock-disease programs such as those launched for the elimi- 
nation of bovine brucellosis, vesicular exanthema in swine, and scrapie 
in sheep. In the case of the scrapie disease, Prairie Farmer discov- 
ered an infected flock in Illinois and brought the matter to the atten- 
tion of authorities. Subsequently, when the Bureau of Animal Indus- 
try of USDA sought legislation for the eradication of this disease, 
Prairie Farmer cooperated in calling attention to the legislation and 
in presenting testimony before congressional committees. The legis- 
lation was enacted, and this disease is well under control. 

(5) The United States Government faced a gigantic task in bring- 
ing social security to the farm population and acquainting farm people 
not only with their payment obligations but with their benefits under 
the social security program. Prairie Farmer has published more than 
a dozen stories and turned thousands of inquiries over to social security 
representatives. These representatives have also been invited to take 
part of a Prairie Farmer sponsored program on WLS, our radio sta- 
tion, and to set up an information booth at Prairie Farmer’s annual 
farm progress show which plays host to approximately 100,000 people. 

(6) Prairie Farmer has been in close contact with civil-defense au- 
thorities and has published two major articles to enlist rural people 
for the sky watch program and emphasize the necessity of alertness in 
rural areas. 
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(7) During the past year a series of three major articles on inter- 
national trade have been published to acquaint farm people with the 
work of the Government in stimulating trade and to explain reasons 
why farm products must be imported as well as exported. Foreign 
trade is one of the more difficult programs to explain, and Prairie 
Farmer has for many years carried on a campaign to encourage under- 
standing of international problems among farm people. This has in- 
cluded a series of stories from Latin America describing the point 
4 program carried out by the International Cooperation Adminis- 
tration. 

(8) Prairie Farmer has a well-organized program for cooperat- 
ing with local and State law-enforcement officials in the apprehen- 
sion and prosecution of swindlers who work in rural communities. 
This program has been influential in helping thousands of farm people 
every year. Approximately 20,000 subscribers take advantage each 
year of the protective union service supplied by Prairie Farmer. As 
a result of this program, State laws have been passed in Illinois, In- 
diana, Wisconsin and Michigan to provide licensing of operators in 
fields such as seed distribution and sanitation practices. 

(9) Prairie Farmer has given a great deal of editorial space to the 
recruiting of nurses and rural teachers. At present our publication 
sponsors a rural teacher of the year award in each of our four States, 
working in cooperation with the National Education Association and 
State educational groups. 

(10) Not only has Prairie Farmer devoted much space to the pro- 
grams of 4-H, FFA, and other youth programs, but we sponsor youth 
awards in four States and consider the encouragement of rural youth 
programs as one of our most important public services. 

(11) Approximately 60 percent of all editorial material published 
in Prairie Farmer originates in one way or another from the research 
and agricultural-improvement programs of the United States Depart- 
ment of Agriculture and the State agricultural colleges. Much of this 
material comes direct from the farms and not from the campuses and 
experiment stations. Since farm people are more readily influenced 
by the experience of other farmers, it is important that the new in- 
formation be tested on farms and that the experience of the farmer 
with the new programs be reported. This is the most important func- 
tion of an agricultural publication. The success of this method of 
distributing farm information is attested by the fact that farmers put 
farm papers at the top of their list of information sources, 

This has been documented by various investigations. In a survey 
among farmers, the Iowa State College asked this question: “Where 
do you get information to help you in farming?” More listed farm 
publications as their source than any other medium or service. This 
same point has been brought out here before. 

A prominent Chicago advertising agency wanted to find out where 
farmers looked for helpful service, so they asked this question: “What 
sources do you rely on most for helpful information and advice about 
better farming and new ideas for farmers? Please list in order of 
importance to you.” 
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Here is how they answered : 


Percent 
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Cornell University also looked into this same subject and conducted 
personal interviews. They found out that farm publications topped 
the list with a score of 41 percent. Next came the Farm Bureau News 
with 12 percent and the university’s own extension bulletins with 
12 percent. So you see just how much farmers rely on independent 
farm publications for service through the mails. 

The service part of the Post Office has recently been thoroughly 
studied, as you well know, so when it comes to setting second-class 
rates, please remember that Prairie Farmer does not object to a fair 
increase, if necessary, but we do believe the present proposal is ex- 
cessive and unreasonable. 

Thank you. 

The Cuarman. Are there any questions? 

Mr. Gross. Mr. Chairman. 

The CHatrman,. Mr. Gross. 

Mr. Gross. What do you feel would be a fair and reasonable increase 
in second-class rates? 

Mr. Epwarps. That would be difficult to say I think until you resolve 
the problem of postal service, what the postage rate is, how much is 
service, and how much is commercial. 

Mr. Gross. I am afraid we are not going to be able to decide as 
between policy and rates, that is, we are not going to decide the policy 
issue in this committee before we decide the issue of rates. 

Mr. Epwarps. That will be unfortunate, but if you cannot, you 
cannot. 

Mr. Gross. You have not any suggestion then as to what the increase 
or the spread should be? 

Mr. Epwarps. It should not be any more than we have had before. 

Mr. Gross. Any more than you had before? 

Mr. Epwarps. Yes, sir. 

Mr. Gross. In your statement you say your Prairie Farmer included 
a series of stories from Latin America describing the point 4 program 
carried out by the International Cooperation Administration. I im- 
agine that was very helpful to the farmers in Illinois and Michigan 
who are helping pay the bills for point 4. 

Mr. Epwarps. It has been helpful for a better understanding on this 
whole program. 

Mr. Gross. An understanding with our taxpayers’ money of how 
to produce more cotton and more beef down in South America, 

Mr. Jonansen. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 

Mr. Jonansen. With the possible exception of the item that my col- 
league has mentioned I would like to commend you on the services 
that you catalog here. I think they are very commendable, and on 
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the other hand, because I am sure you want to be completely fair, you 
operate, and most legitimately, for a profit of course. 

Mr. Epwarps. Yes, sir. 

Mr. JoHanseNn. In providing these services to the public you are 
providing something your reading public wants and it sells your prod- 
uct and helps contribute to the profit. 

Mr. Evwarps. That is right. 

Mr. JoHansen. We have no quarrel with that. The only point I 
am making is that when we talk about public service, as I said earlier 
to a witness, it seems to me important that we keep in mind also that 
that the postal service represents a private service in the sense that it 
contributes to your successful operation and the making of profit. 

Mr. Epwarps. I would not quarrel with you on that. 

Mr. Jonansen. I am glad to see that you do not quarrel with the 
basic premise of some increase. We wish we could have more tangible 
suggestions as to how much. 

The Cuamman. Are there any other questions? 

If not, thank you very much, sir. 

Mr. Epwarps. Thank you. 

The Cuarrman. We have three other witnesses, I believe. Is Mr. 
Frase here? 

Mr. Frase. Mr. Chairman, I wonder if I might ask you to switch 
my place with Mr. King, who is from out of town. Iam in town and 
I can come back. 

The Cuarrman. All right, sir. 

Is Mr. Ingalls here? 

Mr. Incas. Yes, sir. 

The Cuatrman. There are just three witnesses scheduled, and the = 
House will not be in session long today. We will recess these hear- 
ings until 2 o’clock this afternoon. We will finish with the rest of 4 
the witnesses, Mr. Ingalls, Mr. King, and Mr. Frase. ; 

(Thereupon, at 11:50 a. m., the committee recessed. to reconvene 
at 2 p.m., the same day) . 





AFTERNOON SESSION 





The CuarrmMan. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust postal rates. 

I believe the first witness to be heard this afternoon is Mr. Irving 
W. Ingalls, representing American Agriculturist, Inc., Ithaca, N. Y. 





STATEMENT OF IRVING W. INGALLS, ON BEHALF OF AMERICAN 
AGRICULTURIST, INC., ITHACA, N. Y. 


tiek eas a ae 


Mr. Ineatis. Mr. Chairman, and members, American Agriculturist 
is published twice a month and for more than 100 years American 
Agriculturist has been delivered through the mails regularly to nearly ¢ 
one-quarter million farm-family subscribers in the Northeastern 
States. We have no newsstand sales. Our editorial circulation, and 
advertising offices are located at Ithaca, N. Y., with our own printing 
plant. being located at Poughkeepsie, N. Y. Total capitalization is  ¥ 
approximately one-half million dollars. 
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In its circulation area, American Agriculturist like other farm 
periodicals performs a public service for farm families through a 
continuous flow of information on the rapidly changing practices in 
modern agriculture. 


EK. R. Eastman, president and editor of American Agriculturist, 
says: 


In every survey that has been taken, including some in our own territory to 
determine farmers’ preference and readership, the findings show that farm 
people put the farm press above every other media to obtain their facts with 
which to carry on their business in the home and on the farm. 

The research scientists in our great colleges in State and Federal experiment 
stations, together with those in industry, do a marvelous job in developing new 
equipment and materials for the rapidly changing business of the farm and 
home, but this research material needs interpretation and readability. The 
scientists are not equipped to do this and were it not for the farm press, some 
of this material at least would be lost in the dusty archives of libraries. Ameri- 
ean Agriculturist, in effect, is part of the extension service of the northeast 
agricultural colleges and experiment stations linked in turn with the United 
States Department of Agriculture. 

Our staff, and I am sure this is true of editors of other farm papers, spend 
much of their time rewriting, shortening, and dramatizing new practices in 
agriculture so they will catch the interest of the reader and so that he can 
use them. 


So that you may have the operating picture of American Agricul- 
turist, I am submitting our comparative net profit figures together 
with our second-class mailing costs over a period of years; also a 5-year 
average showing a comparison between our net profit and our second- 
class postage costs. 

AMERICAN AGRICULTURIST 


Comparing net profit and second-class mailing costs 
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1 Second-class postal increase—10 percent each year. 
2 Loss. 


It is apparent to us that a 15-percent increase each year for 4 years 
would without question seriously threaten the existence of American 
Agriculturist and would surely curtail our agricultural service, guid- 
ance, and counsel to nearly a quarter of a million farm families in the 
Northeastern States. 

We have been told that if we increased our advertising rate to pro- 
duce more advertising revenue, the additional revenue would take care 
of additional postage increase. Since 1952 and following the three 
10-percent postal rate increases, we have found it necessary to in- 
crease our advertising rates on two oceasions and have announced 
another advertising rate increase effective July 1, 1957. Together 
with all other farm papers, we are finding now that an increased ad- 
vertising rate is meeting with a very real resistance on the part of 
advertisers, to the point that practically all farm publications are 
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showing an advertising lineage loss for the first 8 months of 1957. In 
other words, an increase in advertising rates is certainly no guaranty 
of increased advertising revenue. 

The proposed increase of 15 percent annually for 4 consecutive 
years in second-class postage ‘one increase our cost as follows: 

Using 1956 as a base, cost of second-class postage was $23,479. 

First year, 15-percent increase would be a $3,524.55 increase. 

Second year, 30-percent increase would be a $7,049.10 increase. 

Third year, 45-percent increase would be $10,573.65 increase. 

Fourth year, 60-percent increase would be $14,098.20 increase. 

And after fourth year, and thereafter, annual cost for second-class 
postage would continue to be $14,098.20 increase. 

There is also a proposed increase of 3314 percent in third-class post- 
age. Our direct mail for new and renewal subscription procurement 
comes under this classification. 

Our cost for third-class postage in 1956 was $11,034, 

Proposed 3314 percent increase on third-class postage would be a 
$3,678 increase. 

Total increase for both second- and third-class postage during fourth 
year and thereafter, $17,776.20 increase. 

Thus, proposed postal increases on both second class and third class 
would mean increased postal cost during the fourth year and from 
that point on of $17,776.20 per year over the present 1956 base. Aver- 
age net profit of American Agriculturist over a 5-year period, as 
stated before, is $11,661. 

Also, as stated above, we have no newsstand sales. Under these pro- 
posed new postal rates we certainly cannot operate on our present basis 
of full service in the way of complete agricultural coverage for North- 
east farm families. The answer would be a drastic curtailment of our 
service to Northeast farm families to the point of extinction for this 
publication. 

The Cuarrman. What is your circulation ? 

Mr. Ineatts. Two hundred and twenty-five thousand, which I have 
stated is nearly a quarter of a million. 

The CuHatrman. How many pages in your average edition? You 
say you publish it twice a month. 

Mr. Incatts. The average would be 36 pages an issue. 

The CuHarrman. What does it cost you to mail each edition? What 
is your average postage ? 

Mr. Ineatrs. On each issue? 

The CuarrMan. Each issue. 

Mr. Inaatts. I cannot give you that by issues. I have that informa- 
tion for the entire year. 

The Cuatrman. Do you have any idea what the average mailing 
charge for each copy is? 

Mr. Incas. It would be very close to a half a cent per issue, so that 
during the year a half a cent an issue times 225,000 circulation would 
approximate $20,000 postage. 

The CruatrMan. You carry advertising matter, do you not? 

Mr. Incatts. Yes, on almost an exact 50-50 basis. Paid adver- 
tising pages in 1956 was 405 advertising pages and 404 editorial pages. 

The Cuarrman. How old is your publication ? 

Mr. Incatts. It was established in 1842. 
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The Cuarrman. Is the American Agriculturist your only publica- 
tion ? 

Mr. Inaats. Yes, it is the only publication that we publish. In 
order to help out at our own printing plant at Poughkeepsie, in the 
off weeks—we publish twice a month—we print the Weekly News, 
which helps on the overhead at the plant. 

The Cuarrman. That is the only other printing you do? 

Mr. InGatts. Yes, sir. We have no job presses; the newspaper 
press. We print on newsprint. 

The Cuarrman. How many employees have you? 

Mr. Ineatts. In circulation, approximately 60 circulation men who 
are entirely on commission. 

The CxHarrman. How many employees in your printing plant? 

Mr. Incatts. At the printing plant there are about 27. That in- 
cludes the printing press people, the stereotype mailing room. 

The Cuatrman. Have you any questions, Mr. Gross? 

Mr. Gross. What rate increase do you think you could stand with- 
out doing serious injury to your publication ? 

Mr. Incas. I would like to give you a figure. However, we are 
finding a decreased advertising revenue and right at the present time 
I would say that we could not stand any additional postal increase. 
I know that under no other system could we ever send out a single 
copy of American Agriculturist for half a cent a copy, but of course 
we, like other publishers, have operated on the basic ey that the 
post office has set up a service for dissemination of educational informa- 
tion and that certainly was true when American Agriculturist was 


first published. 


The Cuarrman. Thank you very much, sir. 

The committee will next hear from Mr. Lloyd W. King, executive 
secretary, American Textbook Publishers Institute, New York City. 
Mr. King. 


STATEMENT OF LLOYD W. KING, EXECUTIVE SECRETARY OF THE 
AMERICAN TEXTBOOK PUBLISHERS INSTITUTE, NEW YORK, 
N. Y. 


Mr. Kine. Mr. Chairman, and Congressman Gross, my name is 
Lloyd W. King. I am executive secretary of the American Textbook 
Publishers Institute of 1 Madison Avenue, New York City. ‘The in- 
stitute’s membership consists of 71 companies which publish over 90 
percent of the textbooks, workbooks, reference books, and educational 
tests used in American elementary schools, secondary schools, and 
colleges. 

TEXTBOOKS AND REFERENCE BOOKS IN THE MAILS 


Our concern today is the effect of section 107 of H. R. 5836, which 
would increase the present postal rate of books by 25 percent. Our 
members, as users of the various classes of mail, obviously would have 
higher operating expenses if the first- and third-class rates were in- 
creased as proposed. But we are not here to register opposition to in- 
creases of these rates. We must point out, however, that the adoption 
of section 107 would have a direct effect on the school children and 
college students of the United States, since delivery costs are gen- 
erally paid by the customer; not the publisher. This increase would 
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affect our members indirectly, since it would limit the flow of books 
to schools. 

This point is effectively made in A Report on the Educational Use 
of the Mails, prepared by the National Education Association of 
the United States under contract to the Advisory Council authorized 
by Senate Resolution 49, 83d Congress, Ist Session, and printed as part 
of the report of the Committee on Post Office and Civil Service, Senate 
Report No. 1086, 83d Congress, 2d session, March 24, 1954. 

On page 227 the statement is made: 
It is a conclusion of this study, based on a review of such data as were sub- 


mitted to it, that educational benefits derived from the use of the mails consist 


primarily in the benefits to the consumer or recipient of mail rather than to the 
producer or mailer. 


This is especially true of textbooks and reference books. The de- 
livery costs on these books are generally paid as a separate charge by 
the buyer, whether the purchaser be an individual, an educational in- 
stitution, or college bookstore. 

The vast bulk of elementary and high school textbooks are sold to 
educational institutions. These schools are concerned, as we are, about 
keeping transportation charges down to a minimum because of the fi- 
nancial difficulties all schools are having and will continue to have un- 
der the constant pressure of rapidly expanding enrollments. 

Large shipments of textbooks are usually sent by motor freight. We 
recently were successful in an appeal to the trucking industry for a 
lower truck rate on book shipments, which will result in a significant 
saving to educational institutions, and will make it advantageous to 
use motor freight for some shipments that are not quite so large. 

Textbooks are often shipped in small quantities, however, which are 
sent by mail. A few additional books may be shipped when enrollment 
is larger than anticipated or when changes are made in the curriculum; 
and shipments to small schools and shipments of college textbooks to 
college stores often are not large enough to use motortruck. 

Sales of textbooks in 1955, the last year for which we have figures— 
we will next month have the data for 1956—were about $204 million 
and of reference books about $148 million. In that year about 20 
percent of textbooks were delivered by mail, and we estimate that the 
postage bill paid by educational institutions, college stores, and other 
customers on these books was about $1,800,000, which would be in- 
creased: by $450,000 under this bill to $2,250,000. In addition, the 
increased postage paid on reference books, both to individuals and to 
educational institutions and libraries, would be increased from the 
present $3,400,000 to $4,250,000. : 

These may appear to be relatively small amounts, but they are sig- 
nificant at the present time of educational strain. There is already 
great pressure on the textbook supply in our schools and only about 
1 percent of the total educational budget is devoted to textbooks, As 
a result, the supply of textbooks for children in our elementary schools, 
for example, dropped 20 percent per pupil from 1946 to 1955. 

The book-rate increase in this bill would tend further to restrict the 
supply of textbooks in our schools and add to the burdens which are 
already straining our educational institutions at all levels. 

The report to which I previously referred gives the following (on 
p. 227) asits very first recommendation : 
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It is recommended that the Congress continue its long-standing policy of regard- 
ing the postal service as a means of conferring educational benefits upon all 
persons and organizations receiving printed matter (including audiovisual mate- 
rial) through the mails. 

We urge, therefore, in the interest of the boys and girls and college 
students who need adequate supplies of books, that the postal rate for 
books ought not to be increased. 

Other educational materials covered by section 107: Now let me turn 
to another aspect of section 107 of the bill, which not only proposes 
to increase the present rate on books and educational films by 25 per- 
cent, but to include certain other types of educational and cultural 
materials under this rate classification. The Post Office Department, 
we understand, has stated that the 25-percent increase in the present 
rate will bring in approximately the same amount of additional rev- 
enue—$5 million annually—as will be foregone by changes in the 
classification of these other materials. 

We do not in any way oppose the granting of the book and educa- 
tional-film classification to these additional small categories of edu- 
cational and cultural materials. In fact, we are for it. 

Educational tests, sheet music, academic theses, manuscripts, et 
cetera are certainly not appropriately classified now so far as the 
postal-rate struc ture is concerned and the bill makes a sound correc- 
tion with respect to these materials. 

We do not see, however, that this classification correction has any- 
thing to do with the level of the book and educational-film rate. 
Moreover—and I am sure there will be others who can give the data 
with much better authority than I am able to do—we doubt very 
much that the cost of adding these rather minor categories of materials 
would amount to anything like $5 million a year. By and large, the 
consumers of books and all these other materials are the same—edu- 

cational institutions, libraries, teachers, students, families with chil- 
dren, and the public at large, and the savings they would gain on the 
reduced postage on the newly classified materials would be a good 
deal less than the additional postage charges paid on books and ‘edu- 
cational films. 

To summarize, we are well aware of the fact that the Congress and 
this committee have for the past several years given concrete and 
tangible recognition to the significance of the postal service in the 
distribution of books and other educational materials. The book rate 
has not been raised sinee 1948, but between 1940 and 1948 it had been 
increased some 300 percent—far more than any other rate. 

At present, the rate for books is about 21% times as high per pound 
as the rate for reading matter in magazines oand newspapers, although 
hooks often have a much more direct and significant educational role. 
We would respectfully suggest that as a matter of public policy books 
should not have to carry a higher rate than second-class reading mat- 
ter, and that until such time as equality in these rates has been achieved 
the rate for books should not be increased. 

Thank you very much, Mr. Chairman. 

The Crarmman. This bill provides for an increase on the book 
rate for the first pound of 2 cents I believe, from 8 to 10 cents, and 
all pounds in excess remain at 4 cents at the present rate, is that not 
correct ? 

Mr. Kina. The present rate is 8 cents on the first pound. 
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The Cuarrman. That is correct; and the bill proposes to increase 
it to 10 cents. 

Mr. Kine. Yes, sir. 

The CuatrMan. Two cents on the first pound. It goes up 1 cent on 
each additional pound. 

Mr. Kine. I thought from 4 to 5 on the next. 

The Cuatrman. That is right. What is the weight of the average 
book that is sent out by the book publisher ? 

Mr. Kine. As far as the textbook is concerned ? 

The Cuatrman. That is what I am talking about, the textbook, 

Mr. Kine. As far as the average weight of shipments is concerned 
it isa little more than 5 pounds. 

The Cuatrman. I am talking about the average book. 

Mr. Kine. It isapproximately a pound. 

The CHatrmMan. So there would be about a 2-cent increase on the 
average book sent out; is that correct ? 

Mr. Kine. That is on the first pound; yes. 

The Cuarrman. Then you say that that is the average rate. 

Mr. Kine. Of individual book shipments, Mr. Chairman, that is 
true, but the average weight of shipments is not a single book in the 
textbook field. 

The Cuarrman. What does the average textbook weigh ? 

Mr. Kine. Approximately a pound. 

The CuatrmMan. That is what I thought. 

Are there any other questions? 

Mr. Gross. Does that include the mailing carton that it goes in and 
so on and so forth? 

Mr. Kr1ne. On the average I would say so; yes, sir. 

Mr. Gross. It is approximately a pound then in total weight’? 

Mr. Kine. Yes, sir; as an average. But, understand, it ranges from 
paperbound books that come under the book rate to primers and clear 
on up to the great big volumes that are used in the college classes. 

Mr. Gross. You make a point here of getting a reduction in truck 
rates, is that right, for the transportation of books? 

Mr. Kina. Yes, sir. That will be announced presently. 

Mr. Gross. What is that reduction ? 

Mr. Kine. It is a reduction in what is called second classification to 
the third classification and it means about a 17 percent reduction in 
the carriage rate of that category. 

Mr. Gross. Is that what might be called less than carload lots? 

Mr. Kina. Both, sir; less than truckload lots. 

Mr. Gross. As well as full truckloads? 

Mr. Kine. Yes, sir. I think one reason why that was done was be- 
cause the truck carriers consider books as good commodities to trans- 
port. They do not steal textbooks so much out of trucks and they are 
packed well. It isa good commodity to transport. 

Mr. Gross. It was not necessarily done out of the goodness of the 
trucking industry’s heart then. 

Mr. Krne. I assumed they thought they would increase their busi- 
ness, Congressman. 

Mr. Gross. That is all I have. 

The CHarrman. Mr. Beckworth, do you have any questions? 

Mr. Becxwortu. Do you represent the printers of most of the text- 
books that go into the many public schools of the Nation? 
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Mr. Kine. The publishers of them, sir, yes; practically all of them. 

Mr. Becxworrn. For example, does your organization encompass 
most of the companies that sell books to public schools in Texas? 

Mr. Kine. Yes, sir. 

Mr. Becxwortu. In connection with, say, the average school that 
might have 20 teachers in Texas, which we will assume uses a thousand 
books at a time, have you made any calculations as to how much addi- 
tional] the provisions of this bill would cost that school regardless of 
the source of the money that buys the books ? 

Mr. Kina. It would add to the postage which is passed on to the 
district in Texas 25 percent of the cost of the postage, and that will 
give some idea as to the cost. 

Mr. Becxwortn. Have you broken it down with reference to any 
particular State as to how much it would cost that State? 

Mr. Krne. No. 

Mr. BeckwortH. Could you do that? 

Mr. Kina. I am sure we could do it for Texas. 

Mr. Becxwortu. I wish you would. 

Mr. Kina. The textbook publishers handle Texas, which is, as is 
the chairman’s State, what is called a State adoption State, by main- 
taining in your State a depository. There are two of them in Texas. 
We maintain one with Mr. Reid there in Nashville, Tenn. We have 
a depository and we move books into the State, and most of the move- 
ment that first goes into the State to the depository is by truck. 

a the movement from the depository to the school is usually by 
mail. 

Mr. Beckwortn. I would be interested in knowing how much, based 
on your calculations, and surely you have studied them, the additional 
costs will be in Texas. 

Mr. Kine. We will be glad to get the data. 

Mr. Becxwortu. Mr. Chairman, could that be made a part of the 
record ? 

The Cuatrman. Yes; that will be made a part of Mr. King’s testi- 
mony. You may send that in and it will be inserted in the record. 

(The information appears on p. 726.) 

Mr. Beckwortu. I judge your organization does not include pub- 
lishers of encyclopedias. 

Mr. Kina. Yes, sir. 

Mr. Beckwortu. Does it ? 

Mr. Kina. Yes, sir. 

Mr. Beckwortn. World Book? 

Mr. Kina. Yes, sir. World Book is published by Field Enterprises. 
That is a member of our organization. 

Mr. Beckwortu. Would it have the same effect on the World Book ? 

Mr. Kina. Yes, sir. 

Mr. Beckwortn. And that type of publication ? 

Mr. Kina. Yes, sir; the Encyclopedia Britannica and such publi- 
cations as that. 

The Cuamman. You say you represent 71 companies which pub- 
lish more than 90 percent of the textbooks and workbooks and ref- 
erence books ? 

Mr. Kina. That is right, Mr. Chairman. 
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Mr. Becxworrn. Mr. Chairman, I was interested in the quotation 
to which he referred as having been announced by the National Edu- 
cation Association of the United States. Has any witness of that asso- 
clation appeared before the committee prior to this time? I am not 
talking about this year. 

The Cuarrman. I do not recall if anyone has. 

Mr. Becxwortu. None is scheduled to appear; or would you know ? 

The Cuairman. I will find out from Mr. Belen if anyone made a 
request. 

Mr. Becxwortu. I just wonder what they would say if they made 
a request. 

The CrHarrman. In Tennessee we have a textbook commission and 
the publishers send to the depository at Nashville, do they not? 

Mr. Kina. Yes, sir, Mr. Reid at Nashville, Tenn. He distributes 
the books from the depository out to the individual school districts 
on the basis of the requests that come in from the districts. 

The CuarrmMan. I am advised that Mr. Brooker will appear here 
on April 10. 

Mr. Becxworru. That is mighty fine. I will be interested to hear 
his testimony. Thank you very much. 

Mr. Kine. Thank you, Mr. Chairman and members of the commit- 
tee. 

The CuarrmMan. The last witness is Mr. Frase, who is the associate 
managing director of the American Book Publishers Council, Wash- 
ington, D.C. Mr. Frase. 








STATEMENT OF ROBERT W. FRASE, ASSOCIATE MANAGING DIREC- 
TOR OF THE AMERICAN BOOK PUBLISHERS COUNCIL 


Mr. Frase. Mr. Chairman and members of the committee, my name 
is Robert W. Frase. I am associate managing director of the Ameri- 
can Book Publishers Council, which has its principal office at 24 West 
40th Street, New York, N. Y. 

The council is the trade and professional association of general book 
publishers—publishers of books other than textbooks and encyclope- 
dias. Our 147 members include practically all of the well-known gen- 
eral publishers such as Harpers, Macmillan, and Doubleday, as well 
as a number of university presses, publishing affiliates of religious 
denominations, book clubs, and publishers of inexpensive paperbound 
books. 

We have endeavored to keep this testimony as brief as possible while 
covering the essential points which we believe will be of interest to 
the committee concerning the role of the postal service in the distribu- 
tion of gneral books in this country. 

This statement will not go into detail on the question of textbooks, 
because Mr. King has just dealt with that subject. 

We testified in the hearings last year, but the bill now before you, 
H. R. 5836, is substantially different than the bill which was before 
the committee in the last session, at least so far as books are concerned. 






















FIRST- AND THIRD-CLASS RATES 






First, let me say we are concerned primarily with section 107 of the 
bill which deals with the rates on books and other educational and 
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cultural materials. Book publishers make substantial use of first- 
class mail and third-class mail—probably more than most other busi- 
nesses in relation to the volume of sales. We are not here, however, 
to oppose increases in those rates, which our members pay along with 
all other users of first- and third-class mail. Our principal concern 
is with section 107 of the bill which would make significant changes in 
existing law with respect to books and other educational and cultural 
materials not eligible for technical reasons for inclusion under second- 
class mail. 
TITLE II—POSTAL POLICY 


We should also like to record briefly some observations on title IT, 
which if enacted will become an expression of congressional policy 
on postal rates. 

We believe an explicit statement of congressional policy would be 
desirable as a guide to the executive branch of the Government in sub- 
mitting future legislative proposals to the Congress. In the absence 
of such a guide by the Congress, the philosophy of the executive branch 
of the Government on postal services and rates tends to change to 
some degree at least with each new Postmaster General. The spe- 
cific language of title II on H. R. 5836, however, seems to us to be 
too general at certain points to provide practical policy guidance. 
Various factors are listed to which due consideration is to be given 
in setting postal rates for various types of material sent through the 
mails, but no indication is given as to the relative weight to be as- 
signed to these several factors. We would prefer to see a more con- 
crete and specific approach, more like the general policy suggested by 
the Department in the hearings last year in which specific percentages 
of full cost of carriage were proposed for various types of material. 
We should also like to see in any such formulation of congressional 
policy a clear statement that all educational and cultural materials— 
and this means primarily reading matter and related visual and au- 
ditory mterial containing no advertising—should carry an approxi- 
mately equal rate of postage. 


SECTION 107—-CHANGES IN EXISTING LAW 


The major changes which section 107 would make in existing law 
are as follows: 

1. It would raise the general rate on books and educational films 
by 25 percent, from 8 cents to 10 cents on the first pound and from 4 
to 5 cents on succeeding pounds. 

2. It would add to the categories of materials eligible for the book 
rate and the library-book rate several other types of educational and 
cultural materials, the most important being educational tests, sheet 
music, academic theses, and authors’ manuscripts. 

3. It would make these same additional educational and cultural 
materials eligible for the so-called library-book rate but would not 
raise the level of that rate. 

The Post Office Department has indicated that a 25-percent increase 
in the book rate would bring in roughly $5 million annually in addi- 
tional revenue; but that this revenue increase would be approximately 
offset. by the loss of revenue resulting from adding these additional 
materials to the book and library-book rate. We believe that these 
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estimates of loss of revenue are much too high, but before getting 
into that level of detail I should like to sketch out our general position 
on the matter of postal rates for books. 


PATTERNS OF BOOK DISTRIBUTION 


First, a few words about the book-publishing industry itself. 

It is the smallest fo the so-called media of communications in terms 
of dollar sales, much smaller than radio and TV, newspapers, or even 
magazines. Also, unlike these other industries the sale of books is 
not supported in any degree by advertising revenue. It is an industry 
of the 19th century type, consisting of many small privately owned 
firms plus a substantial number of nonprofit institutions. 

There were last year some 350 firms or organizations publishing 5 
or more new or substantially revised books. Present dollar sales in 
terms of returns to publishers are roughly $700 million which repre- 
sents some 800 million copies of buoks, or about 4 copies per capita 
if exports are excluded. 

Our production and consumption of books is probably the largest 
in the world, but in per capita terms it is much smaller than in most 
of the northern and western European countries. About 60 percent 
of the total dollar volume consists of sales of textbooks, encylopedias, 
medical, technical and scientific books—roughly $420 million out of 
the total $700 million. The remaining $280 million in sales consists 
of general books of fiction and nonfiction, adult and juvenile, includ- 
ing Bibles and religious books—which are sold through bookstores, 
through book clubs, by direct mail, and in the case of paperbound 
books largely by means of newsstand distribution. 

The universal practice of the industry is for the consumer or the dis- 
tributor to pay postage or other transportation charges which are 
added on as a specified separate cost. 

Well over half of the volume of general books is distributed to the 
consumer directly or through the retailer by means of the postal service 
because of the small quantities which must be ordered from hundreds 
of different publishers. Bulk shipment by truck is the general practice 
only with respect to inexpensive paperbound books sold on newsstands, 
and for textbooks when distributed in quantity. We regret this heavy 
dependence on the mails, but with small shipments the rule, it is 
inevitable. 

RATES FOR BOOKS AND SECOND-CLASS MAIL 


The position of publishers of books, and also many of the institu- 
tional consumers such as educational institutions and libraries, on pos- 
tal rates has consistently been for many years that books should be 
entitled to the same rates as newspapers and magazines, At the pres- 
ent time, for example, using the 1955 fiscal year cost-ascertainment 
figures, the latest available to us, second-class mail was paying about 
22 percent of the full cost of carriage, and books and educational films 
were paying 59 percent of the cost of carriage. We have never been 
able to see that this differential was justified in terms of public policy. 
If the preferential second-class rates are a reflection of the educationai 
value of newspapers and magazines, books are certainly no less educa- 
tional, especially considering the fact that they contain no advertis- 
ing material. 
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This bill proposes to raise the rates on books and educational films 
by a fourth, which means that they would immediately pay approxi- 
mately 75 percent of the cost of carriage whereas under the rates in 
this bill at the end of 4 years second-class matter would pay only some 
33 percent of the fully allocated cost of carriage, a continuation of the 
discrimination which now exists. 

When the Post Office Department last year came in with a new 
philosophy with respect to second-class rates, namely, that in view 
of the educational function of newspapers and magazines they should 
be expected to pay ultimately no more than 50 percent of the fully 
allocated cost of carriage, we were encouraged to believe that the 
Department would apply the same reasoning to the rate on books 
and related educational and cultural materials. In fact last year the 
Department did in effect act on that principle and proposed no in- 
crease in the book rate for revenue purposes but did suggest an in- 
crease from 8 cents to 10 cents on the first pound of the book rate 
merely to bring it into line with a proposed increase in the maximum 
third-class piece rate on booklets of up to 8 ounces. 

We are naturally disappointed this year to find that the Post Office 
Department has apparently pushed this 50-percent theory somewhat 
into the background and has proposed a 25 percent increase across the 
board on the rate for books and educational films. 

This year the reasoning seems to be somewhat different, namely 
that the 25 percent increase is proposed in order to make up the esti- 
mated revenue loss from the inclusion of additional educational and 
cultural materials under the book and library book rates: sheet music, 
academic theses, educational tests and authors’ manuscripts. We be- 
lieve that as a matter of equity and public policy these materials 
should have the same rates as books and educational films and should 
not be required to be sent as first-class mail in some cases or as fourth- 
class merchandise in other cases. However, this small adjustment of 
the postal classification system should be made on its own merits. 
It has no particular relationship to the proposal to increase the existing 
rate on books and educational films. 

We believe further that the Post Office Department has seriously 
overestimated the revenue loss which would be involved in including 
these additional materials under the book rate and library-book rate. 
The various educational, library, music, and other groups which urged 
the inclusion of these additional materials under the book rate and 
library-book rate in the last Congress made very careful calculations 
of the maximum revenue losses which would be involved, and these 
estimates totaled only about $1 million a year. This contrasts with the 
$5 million a year of additional revenue which would result from the 
proposed 25-percent increase in the general book and educational 
film rate. 

EFFECT OF SECTION 107 OF THE BILL 


If section 107 of the bill is enacted in its present form, we foresee 
that it will have the following effects on the distribution of books and 
other educational and cultural materials: 

1. It will have only a very small direct effect on the expenses of 
general book publishers, whether commercial firms or nonprofit, in- 
stitutions, because the retailer, or the consumer in the case of direct 
sales, pays the postal shipment charges. 
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2. It will undoubtedly tend to curtail the distribution of books. 
Retail bookselling in this country is a very marginal business; and this 
additional postage cost will certainly discourage needed expansion 
in this service to match the rapid growth and redistribution of popula- 
tion, and very likely even result in some contraction of the present in- 
adequate network of existing bookstores. Public libraries and educa- 
tional institutions will have to pay these increased postal shipment 
charges out of their already strained budgets—which will mean a 
direct reduction in their purchases of textbooks, books for school and 
college libraries, and books for public library use. 

3. The discrimination against books in favor of magazines and 
newspapers in the postal-rate structure will be continued. 

4. A deserving correction will have been made in the postal-rate 
clasification of certain small but significant categories of educational 
and cultural materials—notably educational tests, sheet music, aca- 
demic theses and authors’ manuscripts—but several times the cost of 
this correction in postal revenues will be borne by the present con- 
sumers of books and educational films, including educational institu- 
tions and libraries. 

5. Annual postal revenues will be increased by a net amount of about 
$4 million annually, the difference between the $5 million in additional 
revenue derived from the 25-percent increase and the roughly $1 
million loss in revenue from the adjustment of postal classification on 
the additional materials being aded in section 107. 


CONCLUSION 


Some of this testimony may appear to have been rather technical, 
but the major question of public policy before this committee with re- 
spect to section 107 of the bill is not at all so. This section as now 
written would definitely curtail the encouragement now given to the 
distribution of books and educational films as a matter of congressional 
policy while continuing a much higher degree of encouragement to the 
distribution of magazines and newspapers. We would leave to the 
judgment of the committee the question of whether such action would 

e in the public interest at this time, when there is great and wide- 
spread concern about meeting our growing educational needs and 
serious consideration is therefore being given to new Federal measures 
of great magnitude and cost. We believe that the rate increase in sec- 
tion 107 would not be in the public interest, but this is a question of 
public policy which our form of government properly leaves to the 
elected representatives of the people. 

The Cuatrman. Thank you very much. 

Are there any questions? Mr. Beckworth ? 

Mr. Becxwortu. I have no questions, Mr. Chairman. 

The CuarrmMan. Mrs, Harden? 

Mrs. Harpen. No questions, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Frase. 

The hearings will be adjourned until 10 o’clock next Monday morn- 
ing. The committee will stand adjourned. 

(Thereupon, at 3:05 p. m., the committee recessed, to reconvene at 
10 a.m., Monday, April 8, 1957.) 





READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


MONDAY, APRIL 8, 1957 


Houses or REPRESENTATIVES, 
Com™irree ON Post Orrice AND CiviL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 215, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust postal rates. 

The first witness this morning is Mr. Arthur Z. Gray, chairman of 
the general operations committee, Magazine Publishers <Associa- 
tion, New York City, accompanied by Francis Cawley, who is vice 
president of the Magazine Publishers Association. 


Mr. Gray and Mr. Cawley, you make take seats at the table, please. 
Which one desires to speak first ? 


STATEMENT OF ARTHUR Z. GRAY, CHAIRMAN, GENERAL OPERA- 
TIONS COMMITTEE, MAGAZINE PUBLISHERS ASSOCIATION, NEW 
YORK, N. Y., ACCOMPANIED BY FRANCIS CAWLEY, VICE PRESI- 
DENT, MAGAZINE PUBLISHERS ASSOCIATION 


Mr. Gray. I will speak first, sir. 

The Cuarrman. All right. 

Mr. Gray. I hope, sir, that we can both read our statements. 

The Cuatrman. Very well. 

Mr. Gray. Mr. Chairman, my name is Arthur Z. Gray. I am pres- 
ident of Street & Smith Publications, Inc., of 575 Madison Avenue, 
New York City, and chairman of the general operations committee 
of the Magazine Publishers Association, Inc. 

The Magazine Publishers Association is an organization of 100 
members who publish 375 magazines. These magazines include farm, 
business, scientific, educational, religious, and general interest pub- 
lications whose circulation per issue totals 165 million copies. We 
have included a list of all the titles in the association. 
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(The document is as follows :) 


MEMBERS OF MAGAZINE PUBLISHERS ASSOCIATION 


Members of MPA publish magazines of many types—e. g., agricultural, busi- 
hess, consumer, educational, religious, and professional—as indicated by the 


following list of titles: 


Advertising Age 
Advertising Agency 
Advertising Requirements 
Air Conditioning, Heating, and 
Ventilating 
Air Progress 
Air Trails 
American Artisan 
American Baker 
American Builder 
American Business 
American City 
American Druggist 
American Home 
American Journal of Nursing 
American Machinist 
American Perfumer 
American Printer 
Andy Panda 
Antiques 
Architectural Forum 
Architectural Record 
Astounding Science Fiction 
Atlantic Monthly 
Authentic Police Cases 
Automotive Industries 
Aviation Week 
Baby Care Manual 
Baby Talk 
Banking 
Best’s Insurance News: 
Fire and casualty edition ; 
Life edition 
Better Homes and Gardens 
Bible Lessons—Intermediate 
Bible Lessons—Junior 
Bible Lessons—Senior 
Bible Stories in Pictures 
Bible Student 
Big Detective Cases 
Boys’ Life 
Brick and Clay Record 
Bugs Bunny 
Building Material Merchant and 
Wholesaler 
Building Supply News 
Bus Transportation 
Business Education World 
Business Week 
Calling All Girls 
Capper’s Farmer 
Car Life 
Catholic Digest 
Ceramic Industry 
Champion 
Charm 
Chemical Engineering 
Chemical Week 
Child Life 





Child’s Companion 

Children’s Digest 

Christian Herald 

Cisco Kid 

Coal Age 

College and University Business 
Compact 

Concordia Bible Student 
Concordia Historical Quarterly 
Concrete Products 

Construction Methods and Equipment 
Construction News 

Control Engineering 

Controller 

Coronet 

Cosmetics and Toiletries 
Cosmopolitan 

Credit and Financial Management 
Croplife 


Cue 

Deaf Lutheran 

Dell Comic Group 

Dell Crossword Puzzles 

Dell Modern Group 

Dell Screen Group 

Diesel Progress 

Dun’s Review and Modern Industry 

Dun & Bradstreet’s International 
Markets 

Electrical Construction and 
Maintenance 

Electrical Merchandising 

Plectrical West 

Electrical Wholesaling 

Electrical World 

Electronics 

Elks Magazine 

Ellery Queen’s Mystery Magazine 

E. and M. J. Metal and Mineral Markets 

Engineering and Mining Journal 

Engineering News-Record 

Esquire 

Esquire’s Apparel Arts 

Factory Management and Maintenance 

Family Circle 

Farm Journal and Country 
Gentleman 

Feedstuffs 

Field and Stream 

Financial World 

Fisherman 

Fleet Owner 

Florists Exchange and Horticultural 
Trade World 

Flower Grower 

Flying 

Flying A Range Riders 

Food Engineering 

Forbes 
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MEMBERS OF MAGAZINE PUBLISHERS AssocraTIon—Continued 


Fortune 

Front Page Detective 

GP 

Gas Appliance Merchandising 
Gene Autry Comics 

Gerald McBoing Boing 
Glamour 

Good Housekeeping 

Fospel Lessons 

Grade Teacher 

Grit 

Guernsey Breeders’ Journal 
Handweaver and Craftsman 
Harper’s Bazaar 

Harper’s ‘Magazine 

Harvard Business Review 
Heating and Plumbing Equipment News 
Heating, Piping and Air Conditioning 
Henry 

Henry Aldrich 

Highlights for Children 

Hi Yo Silver 

Holiday 

Home Auto Mechanic 
Horoscope 

House Beautiful 

House and Garden 

House and Home 

Household Magazine 

Hewdy Doody 

Humpty Dumpty 

Indian Chief 

Industrial Distribution 
Industrial Gas 

Industrial Marketing 

Inland Printer 

Inside Detective 
International Markets 
Instructor 

Iowan 

Jace Pearson—Texas Rangers 
Jack and Jill 

Journal of Lifetime Living 
Just a Minute 

Kansas Farmer 

King of the Royal Mounted 
Kiwanis Magazine 

Ladies’ Home Journal 
Lassie 

Laundry Age 

Laundry Manager 

Leaders’ Guide 

Life 

Little Iodine 

Little Lulu 

Living—for Young Homemakers 
Lone Ranger 

Look 

Looney Tunes 

Loyalty, Christ and Country 
LP-Gas 

Lutheran 

Lutheran Education 
Lutheran Witness 

Lutheran Women’s Quarterly 


Lutheraner 
Machinery 
Mademoiselle 
Masonry Building 
Master Detective 
McCall’s Magazine 
McCall’s Needlework 
McCall’s Pattern Book 
McGraw-Hill Digest 
Michigan Farmer 
Milling Production 
Missouri Ruralist 
Modern Airplane News 
Modern Beauty Shop 
Modern Bride 
Modern Hospital 
Modern Romances 
Modern Screen 
Motor 
Motor Boating 
Nation’s Business 
Nation’s Schools 
National Distribution 
National Furniture Review 
National Grange Monthly 
National Petroleum News 
National Provisioner 
New Funnies 
Newsweek 
New Yorker 
Northwestern Miller 
Nucleonics 
Nursing Outlook 
Official Crossword Puzzles 
Ohio Farmer 
One Thousand Jokes 
Outdoor Life 
Parents’ Magazine 
Parish Education 
Pennsylvania Farmer 
Petroleum Processing 
Petroleum Week 
Photoengravers Bulletin 
Photoplay 
Pocket Crossword Puzzles 
Pogo 
Popeye 
Popular Electronics 
Popular Gardening 
Popular Mechanics 
Popular Photography 
Popular Science Monthly 
Porky Pig 
Power 
Practical Builder 
Presbyterian Life 
Printer’s Ink 
Product Engineering 
Progressive Farmer: 
Carolina-Virginia edition 
reorgia-Alabama-Florida edition 
Kentucky-Tennessee-West Virginia 
edition 
Mississippi-Arkansas-Louisiana 
edition 
Texas edition 
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MEMBERS OF MAGAZINE PUBLISHERS AssoclaATION—Continued 


Public Relations Journal 
Radio-TV Mirror 
Railway Freight Traffic 
Railway Signaling and Communications 
Reader’s Digest 
Real 
Real Estate Record and Builders’ Guide 
Redbook 
Reporter 
Rock Products 
Rotarian 
Rudder 
Safety Maintenance and Products 
Saga 
Sales Management 
Saturday Evening Post 
Science and Mechanics 
Scientific American 
Scouting 
Screen Album 
Screen Stories 
Screenland 
See 
Sergeant Preston 
Silver Screen 
Speed Age 
Spinning Wheel 
Sport 
Sports Afield 
Sports Car Illustrated 
Sports Illustrated 
Standard Rate and Data Service: 
Business Publication Rate and 
Data 
Canadian Media Rate and Data 
Canadian Magazine Rate and Data 
Consumer Magazine Rate and Data 
Films for Television 
National Network Radio and Tele- 
vision Service 
Newspaper Rate and Data 
Radio Rate and Data 
Television Rate and Data 
Transportation Advertising Rate 
and Data 
Successful Farming 
Sunday Bulletin 
Sunday School Times 


Sunrise Magazine of Southern. Living 
Tarzan 
Teachers Quarterly— 
Lower Level 
Upper Level 
Teenage Romances 
Textile World 
Theological Monthly 
This Day 
Thrilling Fiction Group 
Tide 
Time 
Tiny Tots 
Today's Secretary 
Tom Corbett—Space Cadet 
Tom & Jerry 
Tonto 
Town and Country 
Traffic World 
Transportation Supply News 
Travel 
Trigger 
True Detective 
True Experiences 
True Love Stories 
True Romances 
True Story 
Tubby 
TV-Radio Mirror 
U. S. News & World Report 
Vogue 
Vogue Knitting Book 
Vogue Pattern Book 
Walt Disney’s Comics 
Walt Disney’s Donald Duck 
Walt Disney’s Mickey Mouse 
Weekly Underwriter 
Welding Engineer 
Woman’s Day 
Woodworkers Reporter 
Woody Woodpecker 
Yachting 
Young Men 
Young World 
Your New Baby 
Zane Grey’s Comics 
Zane Grey’s Western 


Mr. Gray. As the members of this committee are aware, the maga- 
zine industry as a whole has been subjected in recent years to a great 
deal of pn criticism in connection with the industry’s position as 


to postal rates. 


Our position, which I will discuss later, has the virtue 


of consistency and the strength of conviction and the members of my 
association are unanimous in their opinion that the criticism is wholly 


unjustified. 


Public criticism repeatedly and irresponsibly voiced gives rise to 
the further problem of private criticism based on the half-truths of 
the public variety. The unearned adverse effect of the combination on 
the industry requires that we do all in our power to correct the impres- 
sion created in the public mind as to our motives. 


I am not speaking in a vacuum. 


House last year on H. R. 11380, there were repeated references to the 


For instance, in the debate in the 
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subsidy of Life magazine, one of owr respected member publications. 
This subsidy was stated in the debate to be anywhere from $8 million 
to $9.5 million each year. Thereafter, in the hearings held by the 
Senate committee on the same bill, a representative ‘of Time, Inc., 
publishers of Life magazine, demonstrated that on the Post Office 
Department’s own figures the ‘subsidy did not in fact exist. I have to 
make a correction here. I understand that Time, Inc., has made a 
similar presentation before this committee in these hearings, and if 
studies now underway can be completed in time, my own company 
will make a similar showing. 

The popular response ev oked by the unfair accusations made against 
our industry is typified by a post card I received last March from 
which I quote: 

Just why should publications make big profits and expect low postal rates when 
the public is being asked for an increase in letter rates? 

Quite apart from the question of whether or not “publications make 
big profits,’ which I will discuss later, is the practical, and indeed 
ethical, problem of how to clear our own name and at the same time 
avoid opposition to change purely for opposition’s sake. This re- 
quires constructive criticism on our part. 

It has been repeatedly stated to this committee by the MPA that we 
are not opposed to postal rate increases per se. But we do most 
strenuously object to any ad hoc approach to the problem of the postal 
deficit. We are constrained to say that we believe the provisions of 
H. R. 5836 and H. R. as H. R. 5836 for 
purposes of brevity— add: up to such an appr tecrf 

In explaining why we are of this opinion, I will address myself first 
to the policy provisions in the bill: Title IT, sections 201-208. 

This title begins with a statement of postal policy which recognizes 
the essentially public- -service nature of the Post Office Department. It 
goes on to state that first-class mail receives preferred treatment and 
that many postal services and facilities are provided for reasons hav- 
ing little or nothing to do with revenue. 

‘Nevertheless, we are fearful of the way in which it is apparently 
intended that this policy shall be carried out. The Postmaster General 
has made very clear his thoughts on the matter. 

The cost-ascertainment system will be used to allocate the total 
costs among the various classes of mail. Then the Post Office Depart- 
ment will adjust the costs to reflect the relative nature of the service 
received by each class. We already know what the experts from the 
Department have decided as the amount that should be paid by second- 
class mail—50 percent of total costs. This formula supposedly has al- 
ready taken into account deferment in handling, ability to pay, and 
other appropriate factors. Therefore, under the Postmaster Gen- 
eral’s reasoning the second-class users will be presented with a bill for 
this 50 percent . in the near future. 

And what of the long-range future? Once the formula is estab- 
lished on present conditions any future changes in ability to pay or 
business generally will not be reflected in rate changes. Are we to be 
faced with a never ending spiral of costs which w ill be the only deter- 
mining factor in postal rates? 

As I read these provisions—and I shall be only too happy if you can 
demonstrate to me that I am wrong—once the formula has been set, 
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upward rate adjustments will be automatically recommended for in- 
ereased costs. Will users of the mail have the same full opportunity 
under H. R. 5836 to present their case on new rate bills that you are 
providing for me here today? I think it is very important that this 
be made clear. 

If there is to be a recurrent review of the postal-rate structure, the 
magazine publishers submit that it should be a review by Congress, not 
by the post office. And it should most certainly include not just an 
examination of what the postal costs are, but how they are arrived at, 
and why any given cost is increasing or decreasing. To put it bluntly, 
this should not just be a continuing review—it should be a continuing 
investigation. ‘The Post Office should make its facilities available— 
but it should not make the investigation itself. 

Section 202 (4) of this bill states in part: 

It is clear also from the continued expansion of the postal service and the 
authorization of certain services rendered or facilities provided at a calculated 
loss to the Government, that the postal establishment performs some functions 
in which the public interest outweighs the profit and loss factors which would 
prevail if the postal establishment were operated solely as a business enterprise. 

The report of the Citizens’ Advisory Council to the Senate Commit- 
tee on Post Office and Civil Service, dated February 26, 1957, indicates 
that the total cost of these functions in 1955 exceeded the total deficit of 
the Post Office Department in 1955. Iam sure all the members of this 
committee have seen this report and are aware of its implications in 
respect to the present claim of the Department as to the size of the 
deficit to be made up by users of the mails. And I do not think this 
committee need be reminded that criticism of the Advisory Council’s 
report by the Postmaster General is the criticism of a special pleader 
and, therefore, not entirely objective. 

There are two other categories of costs which are mentioned in the 
Advisory Council’s report, neither of which in our opinion should be 
borne in its entirety by the users of the mails. 

The first of these consists of costs which are built into the postal 
structure by law or custom, not necessarily for reasons of public 
service. Many of these built-in costs cannot be eliminated except by 
specific act of Congress. 

The report of the Advisory Council states for instance, that it has 
been estimated that upwards of $80 million could be saved by divert- 
ing shipments from trains to trucks. However, the impact on the 
satieoads would be serious and there are various legislative enactments 
that prevent complete discretion. We are not arguing that it would 
not be serious, but merely pointing out that such a decision is reached 
on other than businesslike principles and should be so recognized. 
Another example is the law preventing the consolidation of rural 
routes unless a vacancy exists due to resignation, death, retirement, or 
dismissal on charges of the carrier. Is it not reasonable that these 
and other built-in costs be deducted from the total expenses before 
any allocation of costs to the users is made? 

Secondly, we all realize that the Post Office Department is studying 
various economies and the Postmaster General’s Annual Report for 
the Year 1956 admits that substantial further economies are possible. 
It says, however, that they cannot be carried out overnight, and that 
besides the savings would have to be preceded by major expenditures 
for improved machines and facilities, 
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Certainly there must be room for savings in this huge, sprawling, 
monopolistic organization which Deputy Postmaster General Maurice 
Stans once denounced as “antiquated, antediluvian, obsolete, and tra- 
dition-ridden,” and which the Postmaster General’s Annual Report 
for 1956 refers to as laboring under “handicaps still existent because 
of the inertia of the past.” Iam told that the Post Office Department 
has been experimenting, for instance, with machines to mechanize 
mail. Given constant research and experimentation, the operating 
costs of the post office can undoubtedly be brought down. And when 
you consider that a cut of 10 percent would very nearly balance the 
postal budget, I think the Department should be instructed to speed 
up the process. Meanwhile, there is no reason that the users of the 
mail she be asked to underwrite correction of a condition existing 
because of the Department’s admitted inertia. 

You may ask what “postal policy” would we recommend? . I ean 
sum it up in a few words by referring to the recommendations of the 
report of the Advisory Council, mentioned above, appearing at page 
64 of the report, which we endorse. 

We believe that it is possible to state what costs are to be borne 
by users of the mails and what costs should be met in the public 
interest by appropriation. 

I would now like to address myself to the postal rate provisions 
of H. R. 5836. 

The Postmaster General makes much of the fact that second-class 
postage is only 3 percent higher than in 1932. This is a peculiar 
method of approach since it involves picking a base year most favor- 
able to the argument without regard to any other factors. On this 
theory it can be said that first-class postage has not increased at all 
since 1918, when the charge was 3 cents for 1 ounce. 

A realistic approach to the question, if it is at all important, would 
take into account the range of postal rates over the whole period. 
Thus, in 1934 second-class rates were reduced from the 1932-33 levels. 
However, since World War II they have been increased by more than 
30 percent over the 1934 level. It must be assumed that the reduc- 
tions of 1934 were made for good reasons, particularly since the 193% 
rates were discarded in such a short time. Therefore, it seems to us 
equally sensible to say that the period 1934 to World War II should 
be regarded as the base period. The provisions of H. R. 5836 would 
place second-class postage at a level more than 100 percent higher 
than the rates in existence during this base period. 

Most of the members of this committee are aware of the fact that 
the magazine industry as a whole is not affluent. The new members 
should know, however, that like the railroads, it returns a very low 
average percentage of profits. The average percentage for 1955 was 
2.6 percent; 1956 figures are not yet available but should not materi- 
ally change the result. 

This small return does not, of course, mean that the industry is 
unnecessary or unimportant any more than could such a thing be said 
of the railroads. It is a result of many complicated factors. There 
are exceptions to the rule but they merely underscore the overall fact. 

This condition has existed for many years. In 1955 the total net 
profit of the magazine industry was $30 million. As I have said, final 
1956 figures are not available but they should not vary materially. 
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H. R. 5836 proposes to add an amount to our — bill at least equal 
to about two-thirds of our total net profit. But Mr. Stans says “It 
should produce no significant hardship on the publishing industry.” 
And we are told year after year that we can afford to pay ever-increas- 
ing postal rates because—— 8 

1. All we have to do is raise our cover prices and advertising 

rates; and 

2. In any event, we should be ashamed to be “subsidized.” 

If all we have to do to meet increased postal rates is to increase 
cover prices and advertising rates, does this committee believe we 
would waste its time and our own year after year in presenting these 
facts? An affirmative answer to that question insults our intelligence. 
The general experience in the industry is that such increases are 1mme- 
diately followed by drops in circulation and advertising lineage which 
offset the gains. 

We are profoundly concerned because the proposed rate increases 
would put a tremendous dent in the 2.6-percent industrywide net 
profit which I have mentioned. We do not see how this could be made 
good. I will shed no tears on the recent demise of several well-known 
publications despite the invitation to do so expressed by Deputy Post- 
master General Stans in his testimony on this bill. We have no com- 
ment to make on the subject except to say that the fact speaks for 
itself and to add that the sarcastic flavor of Mr. Stans’ remark is 
hardly fitting in a case where almost 3,000 people suddenly lost their 
jobs. No amount of citing of individual publications’ ability to raise 
their prices or rates and continue to thrive alters the case. Most of 
our member publications are directed to specific audiences of small 
numbers. These publications are not at liberty to raise prices and 
rates at any time with impunity. 

Furthermore, if we need only raise prices and rates is it not put- 
ting the cart before the horse to say it is the magazines that are sub- 
sidized? The logical conclusion of the suggestion is that it is the 
readers of the magazines who are getting the benefit of any “subsidy.” 

And what is this “subsidy”? Can we rely on statements of the 
Department in the belief that the computations it has made on the 
subject have taken into account all the variations in methods of dis- 
tributing all magazines? It now appears that such reliance would 
be misplaced. 

The study made by Time, Inc., as to Life magazine and the study 
made by my own company as to the 3 largest of its magazines, which 
I have referred to above, indicate that the Post Office Department 
makes money at present rates on those 4 magazines. What is true for 
those four is undoubtedly true for all other similar magazines. 

The Cratrman, What were the four magazines? 

Mr. Gray. Three magazines are Street & Smith publications, sir, 
and our representative is coming tomorrow and will demonstrate 
what I have in mind. 

This somewhat startling conclusion is, of course, subject. to check 
by this committee. I will not take time to elaborate here as to how 
it can be the case since the reasons will, I understand, be presented 
in detail by the representative of Time, Inc. Suffice it to say that 
the moral to be drawn from it is that before levying a further tax 
on our operations we should find out where the loss sustained by the 
Department in carrying second-class mail comes from. 
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I do not believe that this committee has been aware of this situation. 
I suspect that an investigation would disclose that the loss arises for 
the most part from those publications which under any theory ought 
to be carried at a loss in the public interest. I think it would also 
disclose that those magazines which carry large amounts of adver- 
tising pay their way. ’ 

The public interest demands that the magazine industry, which 
no one doubts is of great educational value, be freed from unwarranted 
assaults on its existence. In disseminating the printed word the indus- 
try is irreplaceable. Without a thorough investigation of how the 
second-class loss arises and the adoption of a postal policy designed to 
give effect to all the public service functions of the Post Office Depart- 
ment, the industry’s existence is in jeopardy if H. R. 5836 becomes law. 

The CuatrMan. You are president of Street & Smith Publications, 
Inc. ¢ 

Mr. Gray. Yes, sir. 

The CuarrmMan. How many magazines does your corporation pub- 
lish ¢ 

Mr. Gray. Ten magazines, sir. 

The Cuatrman. Would you supply the names for the record? 

Mr. Gray. Mr. Lawler will be here tomorrow for our company. 

The Cuatrman. You are the president of the company. I want you 
to supply them for the record. 

Mr. Gray. All right. 

Living for Young Homemakers is a magazine in the building and 
decorating field for young people. We have two magazines, one called 
Charm and the other called Mademoiselle, which are spokesmen for 
the apparel industry. We have a magazine called Astounding Science 
Fiction. 

Mr. Rees. What is that? 

Mr. Gray. That is a good question, sir. Science fiction is a well- 
known medium of fiction. I am surprised that you have not heard of 
it. 

Mr. Rees. I am surprised, too. 

Mr. Gray. I think there are about 10 publications of various com- 
panies in the field. We have a magazine called Science World, which 
is used in the classrooms by high-school science students. We have a 
magazine called Air Progress, which is a technical air magazine. We 
have Young Men, which is a magazine directed to boys, a general 
interest magazine. I believe that is it. 

Mr. Rees. You have a football magazine; do you not? 

Mr. Gray. You are absolutely right. We have three sports maga- 
zines. 

Mr. Gray. You have a baseball magazine? 

Mr. Gray. Football, baseball, and basketball; but they are annual 
magazines. 

The Cuatrman. There have been increases in costs in practically all 
the business operations of your company, have there not? 

Mr. Gray. Yes, sir. Paper has gone up since the war about 50 
percent. 

The CHatrman. How about labor? 

Mr. Gray. We contract all our printing out, so that we have to in- 


clude that in the cost of our printing, which has gone up about 33 
percent since the war. 
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The CuarrmMan. Have the freight rates gone up? 

Mr. Gray. They have gone up about 15 or 20 percent. 

The Cuatrman. How about the express rate ‘ 

Mr. Gray. We do not use the express at all. We freight to points 
of entry. 

The Cuarrman. You know there has been a tremendous increase 
in the expenses of the Post Office Department over the past 10 years ¢ 

Mr. Gray. Yes, sir, I realize that. 

The Cuatrman. In view of the increased cost of the operation of 
the Department over the past 10 years, do you not think that all 
classes of mail should pay additional postage ? 

Mr. Grey. Yes, sir. As I say, the assoc ation is not against postal- 
rate increases. 

The Cuarrman. What kind of rate increases do you recommend for 
the various classes of mail? 

Mr. Gray. As the representative of the association that is a very 
difficult question, sir, for this reason: Mr. Hecht was here the other 
day and testified that he thought that two 10-percent increases would 
be all that his company, Parents’ Magazine, could stand. Mr. John 
Gordon of Progressive Farmer told me that he was going to write 
to you and include a statement in which he said approximately the 
same thing. Some of our members might, I think, agree to less or 
maybe perhaps a little more. However, those which have now found 
out the Department is making a good deal of money on them are 
wondering. 

The Cuatrman. You say the Department is making money on 
the second-class publications? 

Mr. Gray. Yes, sir; that is absolutely true. 

The Cuatmrman. You believe that? 

Mr. Gray. I absolutely do, sir, as to my own company. 

The Cuarrman. What is your position on first-class rates then ? 

Mr. Gray. We are not taking any position on that. 

Mr. Rees. What do you think as a businessman ? 

Mr. Gray. If all classes of mail should be increased, I think first 
class should go up too. 

The CHarrman. You use third-class mail, do you not? 

Mr. Gray. Yes, sir. 

The CHarmMan. What is your position on increases in third-class 
mail ? 

Mr. Gray. I think adjustments in all classes might be called for. 

The Cuarrman. How much of an increase do you think there should 
be on first-class mail ? 

Mr. Gray. It is hard to say, and our position is that you have these 
two extreme examples: You have the Post Office Department’s figures 
and then you have the figures supplied by the Citizens Advisory Coun- 
cil. Nothing could be more different, as you know, sir. We would 
like to know what the truth is. Where does the truth lie? I do not 
think anybody can question the integrity of the members of that 
Citizens Advisory Council. 

The Cuamman. You admit that 4 out of the 7 members of that 
Senate advisory committee are publishers? 


Mr. Gray. For these purposes, yes, sir; but the other three are not. 


Mr. Ceperserc. Will the chairman yield? 
The Cuatrman. Yes, sir. 
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Mr. CrperverG. I notice on page 6 you make a statement: 


And I do not think this committee need be reminded that criticism of the 
advisory council’s report by the Postmaster General is the criticism of a special 
pleader and, therefore, not entirely objective. 

Who is he pleading for? 

Mr. Gray. The Post Office Department as he sees it, but perhaps 
he cannot see the woods for the trees. 

Mr. Crpersere. You realize that he does not work on a commission. 

Mr. Gray. Of course I do. 

Mr. Ceperrerc. And that he is a representative of the United States 
Government. 

Mr. Gray. Absolutely. 

Mr. Ceperrerc. Could it be said that you might be a special pleader 
and that you might not be able to be entirely objective ? 

Mr. Gray. Obviously. 

Mr. Ceprreerc. So you might not be any more objective than the 
Postmaster General except you are objective on the other side of the 
fence. 

Mr. Gray. That is precisely so. 

Mr. Ceperserc. I think when you put that in your statement you 
ought to say who he is pleading for. When you say he is pleading 
for the Post Office Department, you must remember the Post Office 
Department is an agency of the United States Government. 

Mr. Gray. Perhaps I assumed that it would be understood. 

Mr. Crepersnerc. I do not see how the Postmaster General has any 
special personal interest in it at all. 

Mr. Gray. No, sir, I did not say that. I say that he is speaking 
as a special pleader and an advocate and has no personal interest. 

Mr. Creperserc. As a special pleader you say he cannot be objective ? 

Mr. Gray. He cannot see the woods for the trees, perhaps. 

Mr. Ceprernerc. Is it possible you might not. be able to see the woods 
for the trees ? 

Mr. Gray. Quite so. I admit that readily. In other words, some- 
where in between there may be the truth in this situation. 

The CHatrmMan. Mr. Rees. 

Mr. Rees. What does it cost to send your magazine through the mail 
on an average across the country ? 

Mr. Gray. We have studied three. 

Mr. Rees. Out of 10, you mean ? 

Mr. Gray. We took the three that used the mails most. In other 
words, they are 50 percent subscriptions. The others hardly go 
through the mails at all. They are mostly on newsstands. 

We took three on the Post Office’s figures and they applying of 
couse the 50 percent out-of-pocket figure we figured out that it costs 
the Post Office Department about 1.5 cents. 

Mr. Rees. The average cost for sending a magazine through the 
mail per copy is how much? What do you ‘have to pay the Post Office 
Department to send your magazines through the mails? 

Mr. Gray. The average on these three magazines is about 2.4 cents. 

Mr. Rees. Do you not think that is a pretty good bargain ? 

Mr. Gray. Absolutely, but I also point out that it more than covers 
its cost. 
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Mr. Rees. Do you not think it is a pretty good bargain that the 
Government can take your magazine from the place of publication, 
ship it across the country, and deliver it from the point of entry—— 

Mr. Gray. We ship it across the country. That is the trick. 

Mr. Rees. And deliver it to the home of the individual on State 
Street in Philadelphia for 2.4 cents? 

Mr. Gray. We use their figures. 

Mr. Rees. Do you not think that is a pretty good bargain? 

Mr. Gray. I said so; yes, sir. Still at those figures they are making 
money on us, on their own computations. 

Mr. Rees. If that is the case we must have been making a lot of 
money about 10 years ago. 

Mr. Gray. On the heavy magazines I think you will find that is 
true. 

Mr. Rees. Where in the world did the money go? 

Mr. Gray. That is what we want to know. 

Mr. Regs. I would, too, if that is the way you figure it out. Just 
one more thing. What share of your total cost of your magazines is 
postage? What does it cost to run the whole thing? 

Mr. Gray. As an association ? 

Mr. Rees. Your magazines, Street & Smith. 

Mr. Gray. About 8 percent of the total cost of operation ; about 7.8 
percent. 

Mr. Ress. It takes 8 percent for all your postage? 

Mr. Gray. That is second class. 

Mr. Rees. Therefore, we are talking about a percent of the 8 per- 
cent; are we not? 

Mr. Gray. Yes; 60 percent of 8 percent. 

Mr. Rees. Which is 4.8 percent. 

Mr. Gray. 4.8 percent. 

Mr. Rees. Therefore, your magazine, to go through the mail, would 
cost a little less than 2.6 cents if you adopt the provisions of our bill. 

Mr. Gray. We pay an average of 2.4, and you put 60 percent on 
that. It would run up higher than that. It would be a 1.4-cent raise 
to 3.7 cents. It eaenliy costs today about 1.5 cents to transport those 
magazines. 

Mr. Rees. When all is said and done, as a businessman you want 
to pay your share; do you not? 

Mr. Gray. Yes, sir. 

Mr. Rees. Of whatever the cost is to take care of your mail? 

Mr. Gray. I am in a difficult position here, sir. I am trying to rep- 
resent the association on the one hand. 

Mr. Ress. I can see there a conflict between the association and you. 

Mr. Gray. We have computed it out, and we are more than paying 
our way. 

Mr. Rees. I wonder how in the world you figure that out. 

Mr. Gray. We just took the Department’s own figures and worked it 
out. Our magazines are heavy. That is one thing. 

The Cuamman, What is the average weight? 

Mr. Gray. About a pound. 

The Cuatrman. How does the advertising content compare to the 
reading matter ? 

Mr. Gray. Over the period of a year each magazine ought to aver- 
age 50 percent. 
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The Cuarmman. About half and half? 

Mr. Gray. About half and half. 

Mr. Ceperserc. Mr. Chairman. 

The Cuatrman. Mr. Cederberg. 

Mr. Crverserc. How much does it cost to ship it to the point of 
distribution ? 

Mr. Gray. Freight? Well, we have 12 points of entry. These 
magazines that I speak of are printed in Dayton, Ohio. They are 
shipped by freight from there to San Francisco, Denver, Dallas, 
Albany, New York, Chicago, Minneapolis, and various points. 

Mr. Ceprrserc. By carload lots? 

Mr. Gray. Yes, sir. They are printed in the McCall Corp. plant 
and are shipped with other magazines that are also printed there, so 
that we always have carload rates. 

Mr. Ceperserc. How much does it cost per magazine? 

Mr. Gray. It is hard to say. 

Mr. Rees. How mucha pound? That will do it. 

Mr. Gray. I do not have those figures. 

Mr. Crprrserc. It would be interesting to have those figures, to 
figure how much it costs to ship them. 

Mr. Gray. Our representative will be here tomorrow. He will have 
those figures. 

Mr. JoHanseN. Mr. Chairman. 

The Cratrman. Mr. Johansen. 

Mr. JowansEn. I have a little difficulty in reconciling two state- 
ments I understood you to make. I think I understood you to say that 
you felt that some increase in second-class rates is or might be justified. 

Mr. Gray. Yes, sir; I do. 

Mr. JOHANSEN. Yet you testified, also, that you are paying your own 
way or more as of now. 

Mr. Gray. That is what I tried to point out, sir, that I am in a diffi- 
cult position here today when you ask me that question, because I am 
trying to represent the association, some of whose members probably 
do not pay their own way. 

Mr. JoHANSEN. Do I get the impression from you, or do I interpret 
this advisory council’s report to imply that virtually all classes of mail 
are paying their way ? 

Mr. Gray. I do not know what the conclusion to be drawn from that 
report is in that respect, sir. 

Mr. JoHANSEN. What is your own impression ? 

Mr. Gray. I would doubt it. I do not know. I am not prepared 
to answer that. 

Mr. JowansEeN. We have a lot of talk here about a policy statement 
or a delineation of those costs which ought to be borne by the public 
as a public service and those that ought to be borne by the users. How 
optimistic would you be as to the possibility of such a determination 
being made by the Congress in a reasonable time? 

Mr. Gray. I think it could be done quite quickly, sir. 

Mr. JoHansen. I am not saying whether it could be done. Do you 
have any great optimism as to its being done very expeditiously ? 

Mr. Gray. Yes, sir; I think so, if some breakdown were made such 
as is in the advisory council report to expand on the policy that the 
House has already adopted, which is repeated in this current bill, by 
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expanding on them and actually stating in the case of rural free deliv- 
ery, for instance, which everybody agrees is absolutely necessary, but 
which I think everybody also agrees must be carried at some loss, 
precisely what part of the rural “free delivery cost shall be borne in 
the public interest. 

Mr. JoHANSEN. Should there not also be stated what proportion of 
that cost should be borne by the several classes of mail? 

Mr. Gray. The balance would be borne by the other classes. 

Mr. JoHANSEN. In other words, your point is that the method by 
which it would be borne would be determined by the rate set ¢ 

Mr. Gray. No. The rates would be set after you determine what 
part of the cost of R. F. D. should be borne by the public interest. 

Mr. JoHansen. It seems to me we are a little bit in the situation of 
wanting to paper the livingroom while the roof is on fire. In other 
words, we have a rather acute financial situation here, and I think it 
may be well in order to paper the living room, but I would like to “ 
a little something to bring the fire under control. - Thi at, I think, 
one of the practic: val problems we have. 

Mr. Gray. Sir, just one more thought on that line, and that is, that 
the members of the Magazine Publishers Association, as I have said, 
are not opposed to rate increases. The only specific objection they 
have to the proposals in these bills is that they think they are too 
much, 

Mr. JonHansen. I may be betraying my own inattentiveness to this 
previous testimony, but I wonder about the basis of your statement 
on page 4, that the Department’s experts have dec ided the amount to 
be paid by second-class mail is 50 percent of total cost. 

Mr. Gray. Mr. Cawley has that data right here. 

Mr. Caw.ry. Mr. Johansen, I have here in front of me the advance 
sheets of the 1956 Cost Ascertainment Report. In this report. it 
provides at the bottom of table 100 that the estimated reallocation 
of costs for intangible ratemaking factors are based on recovery cur- 
rently of 50 pere ent of allocated and indirect costs assigned to second- 
class mail. That isthe Post Office’s own formula, sir. 

Mr. JoHANsEN. That is 50 percent of the costs allocated. I thought 
this said 50 percent of total costs and I am confused as to what you 
mean by total cost. 

Mr. Gray. I am sorry, if it is confusing. I meant the total costs 
allocated to second-class mail. 

Mr. JoHANsEN. That puts quite a different light on the thing. I 
also wonder what the basis of your evident doubts expressed at the 
bottom of page 4 and the top of page 5 as to whether the users of 
the mail will have the same full opportunity under this bill “to pre- 
sent their case on new rate bills that you are providing for me here 
today.” 

Mr. Gray. As I understand the current bills, the Post Office Depart- 
ment is to make periodic studies of its costs and revenues and then 
will come in with recommendations as to increases in postal rates. 
What bothers us is that if the policy is not very precise the 50-percent 
allocation of cost will be the only determining ‘factor as far as second- 
class mail is concerned. 

Mr. JoHansen. Is there anything in this bill that indicates that 
the Congress is about to abdicate the rate-fixing power ? 

Mr. Gray. No, sir; I pose it as a question. 
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Mr. Jowansen. Is there anything in this bill that indicates that 
the Congress is about to foreclose on the right of petition for redress 
of grievances or abandon the practice of holding hearings? 

Mr. Gray. No, sir; but that is why I put it in the form of a question. 

Mr. JoHansEN. It seems to me that you are raising a doubt and I 
am as zealous to protect the thing as you could possibly be, but I do 
not see any basis for the concern. Certainly that applies also to 
the question in the middle of the page. There certainly is no disposi- 
tion that Congress is going to turn over all the factfinding, and 
investigation, and review, to the Department. 

Mr. Gray. We certainly hope that that is the case. We certainly 
hope that the current Post Office Department’s allocation is not taken 
at face value. 

Mr. JoHanseNn. One final question: If the policy were formulated 
and if the determination were made as to the share of cost to be 
charged to public service is it your impression that with this having all 
been done there would still be a deficit and that there would still be 
an increase for second-class users in order ? 

Mr. Gray. I think so, sir. I think it would follow that when it is 
determined what part should be borne by the users of the second-class 
mail, undoubtedly if costs are going to continue to increase some- 
thing will have to be done. 

Mr. JonHansen. I said that was the final question. I have one last 
one. How much more chance do you think there is that there would 
be agreement on the part of the various categories of users of the 
mails as to the allocations of costs between the users and public serv- 
ice than there is on a nominal increase in rates? 

Mr. Gray. I am not sure that there is any disagreement among the 
users of the various classes of mail as to the allocation of the cost. 

Mr. JoHansen. I am referring now to the proposed allocation of 
revenues to the users on the one hand and to the Treasury on the other. 
My question is: Do you think there is any more chance of approaching 
anything like an agreement on the part of the users themselves on 
that point than there is on the matter of specific rates for classes? 

Mr. Gray. All Icansay isIhopeso. Ido not know. 

Mr. Jouansen. The thing that disturbs me, again getting back 
to my analogy, is that I am afraid—and I am impugning no motives 
at, all—we are in the process of delaying the fire department and we 
will get into just as big an argument over the kind of paper we put 
on the living-room wall to the end result that we will be nowhere. 

That is all, Mr. Chairman. 

The CHatrman. Are there any other questions? Mr. Porter. 

Mr. Porter. Mr. Gray, I understand that you think there should 
be a thorough investigation of the second-class mail loss. 

Mr. Gray. Yes, sir. 

Mr. Porrer. And you think this investigation should be made 

Mr. Gray. If you will excuse me, sir. Mr. Cawley has a statement. 
It is supplementing mine and I think he covers that exact point pretty 
well. 

Mr. Porrer. We will look for that then. 

Mr. Gray. If it is not, I will be glad to answer it later on. 

Mr. Porter. And you believe that this investigation should be made 
by this committee and not by the Postmaster General ? 

Mr. Gray. Yes, sir. 
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Mr. Porter. And you do not believe the Postmaster General should 
be above criticism ? 

Mr. Gray. Precisely so. 

Mr. Porter. I take it from what you said that the users should 
pay whatever costs the use of the mail occasions except where Con- 
gress in its wisdom decides that part or all of the cost should be paid 
by the general taxpayers? 

Mr. Gray. Yes, sir. 

Mr. Porrer. I take it you believe that the dissemination of the 
printed word is something that the general taxpayer should be in- 
terested in Sap to some extent. 

Mr. Gray. To some extent; yes, sir. 

Mr. Porter. Have you any idea in your official capacity or per- 
sonally what this percentage should be? 

Mr. Gray. That would be something that an investigation would 
have to develop. It is a very interesting thing that while general 
interest magazines have been taking the brunt of the criticism in the 
past few years as to the amount of money they are costing the Post 
Office Department, it is now beginning to develop i in a study of the 
figures that those are the ones which are paying their way. I assume 
you are going to investigate that, certainly. 

Mr. Porter. Yes: I think so, too. You do not see any line we could 
draw legislatively between general interest magazines and special 
interest magazines ? 

Mr. Gray. No,sir. But I think that a magazine could be described 
as educational, and several types of magazines would fall in that 
category, and I would not think there would be any objection to having 
them carried at a loss. 

Mr. Porrer. Do you think it is feasible for the Congress to try to 
set up any group or any commission to differentiate one magazine from 
another and say this magazine ought to be carried at more of a loss 
than this magazine? 

Mr. Gray. Yes, sir; definitely so. 

Mr. Porter. And some of the principles you would use are what ? 

Mr. Gray. Education, charity, religious. 

Mr. Porter. Is Confidential an educational magazine ? 

Mr. Gray. Confidential does not use the mails. 

Mr. Regs. Why doesn’t it use the mails? 

Mr. Gray. It is all newsstand circulation. 

Mr. Rees. Was it thrown out? 

Mr. Gray. I do not know that, sir. It is all newsstand circula- 
tion. 

Mr. Porter. Regardless of Confidential, there are magazines that 
I suppose are educational, but along the lines of Confidential’s en- 
deavors, which would not be in the usual American home. Do you 
think we can draw a line between those that we would not have in 
our homes and those someone else might have in theirs? 

Mr. Gray. I think among a group this large you can find that the 
question, while you might differ in taste, that the general taste—— 

Mr. Porter. That isa problem. In other words, could you give me 
a line that we could put in a law and say “This kind of magazine is 
educational, and therefore the taxpayers should pay more of this?” 

Mr. Gray. I think you could determine that very easily. 
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Mr. Porter. All right. Tell me how. 

Mr. Gray. For instance, any magazine that is educational. 

Mr. Porter. Educational ? 

Mr. Gray. Yes. Obviously there are going to be borderline cases, 
but I do not think it is too hard to determine that. 

Mr. Porter. And who decides what is educational ? 

Mr. Gray. This committee. 

Mr. Porter. Do you regard your magazines as educational ? 

Mr. Gray. No, sir; not all of them. 

Mr. Porter. Give me some examples of those that are educational 
and those that are not. 

Mr. Gray. One of ours is. It goes only to high-school science 
students in the classrooms. 

Mr. Porrer. Is Charm educational ? 

Mr. Gray. No, sir. That is a spokesman for the garment industry. 
It is almost a trade journal, you could call it. Fashion magazines are 
trade journals. 

Mr. Porter. And will you name some other magazines that you 
think are educational ? 

Mr. Gray. I would include in that all farm publications. 

Mr. Porter. How about the Saturday Evening Post? Is that edu- 
cational ¢ 

Mr. Gray. I think so; yes, sir. 

Mr. Porter. Collier’s you would say was educational ? 

Mr. Gray. Yes, sir. 

Mr. Porter. Is Redbook educational ? 

Mr. Gray. Yes, sir. 

Mr. Porter. Cosmopolitan ? 

Mr. GRay. Yes, sir. 

Mr. Porter. Is the New Yorker educational ? 

Mr. Gray. Very definitely. 

Mr. Porter. What are some other magazines you do not regard as 
educational? Business Week ? 

Mr. Gray. There is a good borderline case. 

Mr. Porter. U. S. News & World Report? 

Mr. Gray. That is educational, I would think. If a newspaper is 
educational, those are. 

Mr. Porter. In other words, anything that is subsidized by a par- 
ticular industry to serve its own purposes, such as trade publications 
like Charm—— 

Mr. Gray. Charm is not subsidized by the industry. You see, in the 
garment industry nobody has a big enough budget to use a big maga- 
zine. They have to have these small magazines, 

Mr. Porrer. I would be very interested if the gentleman could 
supply the committee with a statement with respect to how you would 
distinguish between magazines that you regard as educational and 
those that you regard as not educational. You are head of this organi- 
zation, and I think your standards, which could be put into law, saying 
which are educational and which are not, would be very useful, and 
I say this in all seriousness, because we are trying to know who should 
get the most help from the taxpayer and who should be made to pay 
their way more. 

Mr. Gray, I will certainly undertake to do that. 
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(The information is as follows :) 


A magazine or periodical is educational if the editorial content thereof con- 
sists, in whole or in large part, of matter— 

(1) generally considered as educational in the strictest sense, or 

(2) informative in the readers’ occupation or profession, or 

(3) of informative interest to the reader, including, but not by way of 
limitation, current events, history, the arts, science, the home and family, 
fashion and editorial comment, or 

(4) any combination of the above. 

It must be understood that it is the readers’ point of view that is decisive. 
It must also be understood that questions of taste are not involved except to 
the extent that matter may be excluded from the United States mails under 
any pertinent statute or court decision. 

Mr. Porter. Do you have any suggestions beyond those you men- 
tioned about the rural routes and the first-class mail and the fact that 
we pay more for railroad transportation than we would for truck, and 
along those lines? Do you have any other suggestions about how the 
Post Office could better figure costs ¢ 

Mr. Gray. Mr. Cawley will cover that. 

Mr. Porter. I take it, though, your general feeling is that weight 
is overweighted at the present cost ¢ 

Mr. Gray. No, sir; 1am not sure of that. [am simply saying that it 
is the heavy magazines that are paying their way. 

Mr. Porter. Did you make a study such as the Time study ? 

Mr. Gray. We made it for our own company. It works out the 
same way. 

Mr. Porter. It is your opinion that if you take the premises of the 
Time study, it works out for you ? 

Mr. Gray. Youcannot argue with the figures. 

Mr. Porter. You can do a lot of other things with them, can you 
not? Thank you. 

Mr. Hempum.. Along the line of what Mr. Johansen asked you a 
while ago—I am sorry T missed part of your testimony—on page 8 
of your written st: itement, you have this statement about the third 
paragraph: 

We believe that it is possible to state what costs are to be borne by users of 
mail and what costs should be met in the public interest by appropriation. 


Mr. Gray. Mr. Cawley is going to cover that specifically. 

Mr. Hempniny. Very well, sir. I would like to ask you this ques- 
tion. On page 12 about line 11, the last sentence in the second 
paragraph: 


Suffice it to say that the moral to be drawn from it is that before levying a 
further tax on the operations we should find out where loss sustained by the 
Department in carrying second-class mail comes from. 

Mr. Gray. That is about what I think Mr. Johansen asked me. If 
after examining these facts you gentlemen find out that it is the heavy, 
big, general-interest magazines that carry a lot of advertising that 
do pay their way, then it should develop where the loss actu: lly does 
come from. Then it would be fairly easy to determine which of those 
magazines which are carried at a loss should be subsidized. 

Mr. Hemrnus. That gives rise to this question. The Post Office 
Department, as you know, has used the system of accounting known 
as cost ascertainment. They have allocated to second-class mail cer- 
tain costs. Have you any other formula for allocating costs to that 
class of mail other than that give by the Post Office ? 
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Mr. Gray. Mr. Cawley will cover that, sir. We don’t question cost 
ascertainment as asystem. Ofcourse not. 

Mr. Hemruttt. The first-class people come in and tell us that they 
are paying their way and every other class of mail user says the same. 
Then I read in the paper that the Post Office Department is $47 million 
behind, and it just does not add up. If everybody is making such a 
profit for the = Office, how are we confronted with this serious 
problem of the Post Office being in debt ? 

Mr. Gray. We are using their figures to compute our own costs to 
the Post Office Department, and from there whether or not we pay 
our way. 

Mr. Hempuite. I gather from your answer to Mr. Johansen and 
your statement and your answers to me that you think there should be 
a definition of what ‘public service the Congress is going to underwrite 
with the taxpayers’ money and every other class of mail ought to be 
made to pay its way where it won’t work a hardship or put them out of 
business. 

Mr. Gray. Yes, sir; that is exactly right. 

Mr. Hempui. Do you think the present classification of mail into 
first, second, third, and fourth class is inadequate? Do you think 
there should be some other classification for the mail ? 

Mr. Gray. You mean subclassifications within those ? 

Mr. Hemruitty. Yes. 

Mr. Gray. I am not prepared to answer that, because I don’t know 
what the result of the study would be. 

Mr. Hempnm. You said your people made a study compared with 
the study made by Time magazine, and would suggest such a sub- 
division. 

Mr. Gray. No. The result comes about because of size of magazine, 
and not because of the category within which the magazine is placed. 
Were you here the other day when Mr. Haire testified ? 

Mr. Hemrniy. Yes. 

Mr. Gray. His magazines are in an entirely different category than 
ours, but the same result applies because of the weight. 

Mr. Hempuriti. Then have you some formula to suggest on the 
classification, or subclassification ? 

Mr. Gray. No; I am afraid I have not yet. 

Mr. Hempum. If you people cannot give us any classification and 
you are in the magazine industry—which is heavy, light, big, and 
small, and those which carry more or less advertising—and you are 
experts in the field to some extent, where are we going to get the in- 
formation from ? 

Mr. Gray. We will do our best. All I can say is that in any in- 
vestigation we will do our best to help, because as you say, we ought 
to have the technical knowledge. We have never been asked to help 
before. 

Mr. Hempnitt. You realize it puts the committee in a position 
when people from the various classes come in here and say, “We are 
paying our way, and the cost ascertainment system is wrong in its 
allocation, or at least it is not dependable as far as our classification is 
concerned, and you Members of the Congress ought to see that and 
write a rate policy.” You tell us one thing, the Post Office tells us 
another. You people are expert and we need the information. You 
see what a position you put the committee in. 
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Mr. Gray. We certainly can give you all the help we can. We will 
be glad to do that. Mr. Cawley is our Washington representative, 
and is here all the time. We will be glad to give any help we can. 

Mr. Hempuitu. I would like some suggestion as to what categories 
of classification you people desire. Is it a category of weight, size, or 
based on the amount of advertising or any other thing which might 
project a true picture of the cost of handling and the difficulties which 
are involved, which would raise or lower the cost factor from the 
Post Office standpoint ? 

Mr. Gray. We will certainly do our best. 

Mr. Hempuiuz. Thank you very much. 

The CHatrman. Are there any questions? HM. 

Mr. Rees. I have just 2 or 3 questions. I notice you seem to criticize 
the rural-free-delivery mail as being expensive. 

Mr. Gray. I am not criticizing; I e~ under R. F. D. myself, sir, 
so I have no right to criticize. 

Mr. Rees. It occurs to me that your organization gets a great deal 
of service from the R. F. D. You send the average magazine from 
your own organization out to the hinterland and get a rural carrier 
to take that out in the country 20 or 30 miles, or whatever it is, and 
deliver that every day except Saturday and Sunday. It is a wonderful 
service; isn’t it? 

Mr. Gray. Yes, sir. We don’t criticize it. 

Mr. Rees. Don’t you think you are getting a pretty good bargain 
if you can ship your magazine across the country and have it delivered 
for 2.4 cents at a rural home? 

Mr. Gray. We don’t argue with that. The only time I mentioned 
R. F. D. was when I was asked a question about how we would state 
a policy more precisely. I bring that up as one category. 

Mr. Rees. It seems to me that commonsense would Soin that it 
is a pretty good bargain on your part. 

Mr. Gray. How about those magazines that don’t use it? 

Mr. Rees. They have the same privilege. 

Mr. Gray. They have the same privilege, but they don’t use it. 
There is one statement here, if you will excuse me, sir. Title IT, sub- 
section 5 of this bill on the policy side, says: 

It would be an unfair burden upon users of the mail to compel them to under- 
write those expenses incurred by the postal establishment which are not related 
to the postal services they receive. 

Mr. Rees. The point I am making is that even at 2.4 cents it is a 
bargain whether the other fellow uses it or not. Is that not true? 

Mr. Gray. Yes; but those users of the mail who don’t use these 
facilities 

Mr. Rees. You know it is offered. 

Mr. Gray. Whether it is offered or not. If they don’t use it, it is 
a practical matter. 

r. Rees. You think there should be something done to give them a 
preference ? : 

Mr. Gray. No, sir; I don’t say that. All I said is that in computing 
out these costs of the various magazines, it becomes very important 
in one case what percentage of the magazine is sent on R. F. D. 

Mr. Rees. One other question. You say as far as you are con- 
cerned, you are willing to pay some increase. , 
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Mr. Gray. Yes, sir; as far as our own company is concerned. 

Mr. Rees. And as far as these other groups are concerned ? 

Mr. Gray. Yes, sir. We have not been able to arrive at any exact 
amount. The only thing we are unanimous on is that 60 percent is 
too much. 

Mr. Rees. I am glad to see you do that much. I asked you the same 
question last year when you were before this committee and at that 
time you said there should not be any inereases at all. Do you remem- 
ber that ? 

Mr. Gray. Yes, sir. I was functioning as an individual then, not 
as a representative of the association. 

Mr. Rees. You said you represent a great group of people. 

Mr. Gray. Now, this year, not last year. 

Mr. Rees. Now you have decided that you are in favor of going 
along with some increase ? 

Mr. Gray. As an association I have to tell you what the association 
feels. 

Mr. Rees. What they tell you to say. 

Mr. Gray. Exactly. 

Mr. JoHanseNn. I understood him to say both as a representative of 
the association and as an individual this year he agreed. 

Mr. Gray. Yes, sir. To that extent, if you pin me down, I have. 

Mr. Rees. You have relaxed a little. 

Mr. Gray. Yes,sir. I have relaxed a little. 

Mr. Ress. If 5 years ago the deficit was a certain portion of the 
total operation, and we assume that was fair, do you object to main- 
taining the same ratio, or are you willing that the ratio of deficit to 
the total operating cost should be per mitted to rise unchecked from 
now on out ¢ 

Mr. Gray. I don’t think the amount that is paid for postal service 
should be increased at all. 

Mr. Rees. So you have relaxed a little. 

Mr. Gray. Yes; even though in the meantime I found out that my 
own company is paying its way. 

Mr. Rees. I wanted to get the record straight on that. 

The Cran. We will now hear from Mr. Caw ley 


STATEMENT OF FRANCIS R. CAWLEY, VICE PRESIDENT, MAGAZINE 
PUBLISHERS ASSOCIATION 


Mr. Cawtey. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is Francis 
R. Cawley. I am vice president of the Magazine Publishers Associa- 
tion and in charge of their Washington office. I should like to address 
my remarks to three main topics: 

The use by the Post Office Department of the “foregone revenue 
errs ‘the amount the Post Office Department loses because of 
revenue concessions—as a basis for the determination of public- 
service costs. 

Mr. Chairman, you will note I provide a footnote here, as I want 
to be careful to explain this as I go along. I mean by “foregone 
revenue” the amount that the Post Office Department. loses because 
of revenue concessions. There has been a great deal of testimony on 
that, and I want to be perfectly clear on it. 
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The use of the cost ascertainment system as a basis for rate 
making. 

3. Some suggestion for perfecting the postal policy, as set forth in 
title II of these measures. 

This committee has recently approved a measure, H. R. 5206, which 
provides that the Post Office can obtain from appropriated funds the 
amount of $28 million per year as public service costs. That 1s only 1 
percent of the total Post Office cost, and I feel it is too low. These 
costs have been based, for the most part, on the theory of “foregone 
revenues.” Let me illustrate. 

Let us consider the item having to do with exempt publications. In 
the Cost Ascertainment Report of 1955, on page 110, under “Second- 
class mail,” we find that excess of apportioned expenditures over rev- 
enues for exempt publications, including those for the classroom, 
amounted to $46 million for that yea1 

In support of H. R. 5206 the Post Office Department indicated that 
the public service cost in this category only amounted to $2,263,000—I 
appreciate this is for 1956—which leaves a balance of approximately 
$44 million to be made up in some other way, presumably by excess 
revenues on either first- or second-class mail. This is the difference 
between “foregone revenues” and the allocated losses shown in the 
cost ascertainment report. 

Let us discuss the application of the Post Office Department’s 
theory on the case of exempt publications. Using their own theory, 
it can be readily shown that they have underst: ited this item of “fore- 
gone revenue” considerably. In recent years no increase has been 
proposed for this category, nor is one asked now. Exempt publica- 
tions travel at a flat rate of 114 cents a pound (reading and adver- 
tising portion) to any part of the United States. Magazines, which 
must make a profit to stay in business, are required to pay about 2 
cents on reading matter and over 9 cents to the eighth zone on adver- 
tising portion. (No amount is shown as “forgone revenue” resulting 
from the price differential on these zone advertising rates—that is be- 
tween 2 cents and a maximum of 9 cents per pound). Since exempt 
publications carry advertising in competition with a group which must 
make a profit to stay in business, I feel that the logical conclusion of the 
Post Office theory is a point where we would have only exempt publi- 

cations left in the country. This would produce costs on second-class 
mail far greater than exist today if the Post Office “forgone” revenue 
policy were carried to the extreme. Those who must make a profit to 
stay in business pay a far greater share of their way than do exempt 
publications and are just as s educational and informative. According 
to the cost ascertainment report of 1955, magazines and periodicals of 
general interest produced $28 million in revenue, one-half of the total 
second-class revenue of $59 million. That is for domestic mail only. 

Now, let us consider free-in-county whose allocated expenses total 
over $13 million, yet on the foregone revenue basis—that is, if these 
publications were to pay the required second-class rates—the income 
would have been only $839,000, and there would have been a loss of $12 
million. Yet the Department, under H. R. 5206, will only receive 
$839,000 in appropriations. 

Again using the 1955 cost ascertainment report, we note on page 109 
that the net loss on special services is approximately $48 million. 
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These services include such items as registry, certified mail, special 
delivery, money orders, and so forth. Back in 1954 in the Post Office’s 
own document entitled, “Financial Policy for the Post Office Depart- 
ment,’ on page 159, the Post Office in referring to these services, stated : 

The Post Office feels that the rates being charged may be at the maximum that 

the traffic can bear although further studies are being made. It also believes 
that, since these are auxiliary services, any losses on them should be supported 
by revenues from other classes of mail, with the greatest percentage of respon- 
sibility going to first-class mail. 
In recent Senate testimony the Post Office indicated that these are 
auxiliary services and that they are still making studies to make 
realistic upward adjustments in fees in the near “future. It would 
seem after 3 years they should have arrived at some decision. In the 
meantime, however, since no provision is made to cover these losses 
in H. R. 5206, they apparently will still have to rely on excess revenues 
from other classes of mail to defray this cosi. This is an amount of 
$48 million. 

In viewing the Post Office Department as a public service, the theory 
upon which the Post Office Department has supported the present 
bill is invalid. H. R. 5836 under title II, on page 12, would seem to 
provide a different basis as follows: 

(5) The postal establishment should be operated in a businesslike manner but 
clearly is not a commercial enterprise conducted for profit and it would be an 
unfair burden upon users of the mails to compel them to underwrite those 
expenses incurred by the postal establishment which are not related to the 
postal services they receive. 


Also, on page 17 of the bill it provides: 


(A) The sum of such public-service items should be assumed directly by the 
Federal Government and paid directly out of the general fund of the Treasury 
and should not constitute direct charges in the form of rates and fees upon any 
user or class of users of such public services, or of the mails generally, and. 

It seems to me that Congress, in creating certain services, as out- 
lined above, intended that their full cost be borne by the taxpayer to 
provide a worthwhile Federal Government assistance to the people 
of the country. In discussing this problem of public services limited 
principally to “foregone revenues,” I have enumerated only a few 
examples of adjustments which could be made on a different. basis. 
These added to “special services” over which the Post Office Depart- 
ment has full authority to fix rates, total $100 million. I sincerely 
believe there are a great number of other services the Post Office 
performs whose costs are far greater than the Post Office Department 
is willing to admit. It seems s that the Kelly law is dead, but it will 
rule over us from the grave. 

In that connection, “if I may, I would like to comment just briefly 
on the rural delivery service system. I believe you will find that the 
history of that system indicates that the Congress created it irrespec- 
tive of cost to provide equal intelligence and information to the people 
of our rural areas with those in the city. Price Waterhouse back in 
1953 made a study of the Post Office costs and came up with a figure 
of about $70 million representing the public-service costs in rural 
delivery. Their investigation was based on a study of comparative 
costs for the total volume of mail handled on the rural system with 
that of the city system. In other words, they priced out rural delivery 
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at about the same as city delivery costs and still came up with a $70 
million public-service factor in rural delivery. 

It seems to me that the Post Office here has followed the theory of 
the Kelly law. I note that H. R. 5206 provides for its repeal. It 
would seem that the Kelly law is dead, but it will rule us from the 
grave. 

Mr. Rees. It will what? 

Mr. Cawtey. It will rule us from the grave. 

Let us take a look at cost ascertainment. Recently in testimony 
before the House Appropriations Committee, the Deputy Postmaster 
General described the cost ascertainment system as a fallacy when used 
for ratemaking purposes. Mr. Chairman, I have had an opportunity 
to review a few of the advance sheets of the 1956 cost ascertainment 
report, and in table 100 of that report I note a very important change. 
They have com)ined a great number of nonbudgetary costs and in- 
tangible factors with the allocated postal budget expenditures in order 
to arrive at figures consistent with their estimate of the situation and 
which they now say are consistent with policy expressed in title IT 
of this legislation, and have thus attempted to make cost ascertain- 
ment a ratemaking document. I believe the committee will agree that 
this is the first time such a change has taken place. 

Let me quote from the headings contained on tables 100 and 100—-A 
of the cost ascertainment report for 1956. These read as follows: 
“Summary of allocations of revenues and costs to classes of mail and 
services, with computations necessary to reflect factors not carried in 
Post Office Department accounts” (table 100), and “Summary of al- 
locations of revenues and costs to class of mail and services, with ad- 
justments necessary to reflect factors not carried in Post Office De- 
partment accounts” (table 100—A). 

The chairman will recall that in 1955 the Post Office Department 
did include some intangibles for the first time in its cost ascertainment 
report on page ITT, but such findings were not combined with table 100 
of that report which sets up the comparison of total revenues and total 
expenditures by the various classes and subclasses of mail. I have 
studied cost ascertainment reports for many years back and am satis- 
fied that the modification of true costs on a “use of facilities basis” 
appears for the first time in the cost ascertainment report for fiscal 
year 1956. 

When the Deputy Postmaster General made his presentation of 
chart 2, which is a summary of table 100 in the 1956 cost ascertainment 
report, he made the following statement: 

In the sixth column, adjustments are made for the service factors which are 
not taken into account in the cost figures. The computations are recommended 
current applications of these factors, and follow a formula advanced by the 
Department’s Committee on Cost Allocation in its report of January 27, 1954. 
This procedure is in accordance with the policy statement in title II of this bill. 

He further states that column 7 shows the costs of each class of 
mail adjusted to reflect these service factors, and states: 

These costs represent the revenue requirements for ratemaking purposes in 
each class of mail. Deducting from these figures the actual revenues as listed 
in column 8 leaves the.revenue deficiencies: indicated:in column 9. These are the 
amounts. of revenue which, under this computation, should be supplied by current 
rate increases. The proposals in H. R. 5836 are clearly consistent with the 


results shown by the application of this formula except that the rate increase on 
second-class mail is less. 
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Mr. Chairman, I contend that in one breath the Post Office Depart- 
ment has c -ondemned cost ascertainment as a ratemaking device, and in 
another breath this year they have made revolutionary changes in it 
to make it support their rate case. Their findings this year may be 
satisfactory. lam not in a position to judge them. However, I do 
believe that the committee should realize that the present policy pro- 
posal affords the Post Office Department a degree of flexibility that is 
dangerous. It seems under the proposal now before the committee that 
they can revise and change the cost ascertainment report at will from 
time to time to justify a number of findings for rate purposes. 

Another disturbing factor is readily apparent in tables 100 and 
100-A of the cost ascertainment report at will from time to time to 
justify a number of findings for rate purposes. 

Another disturbing factor is readily apparent in tables 100 and 
100—A of the cost ascertainment report for 1956. After making all 
their adjustments they show a deficiency in revenue of approximately 
$102 million on second-class mail, but they do not carry the adjustment: 
showing intangible factors on the subsequent breakdown of these items 
in table 100-A. In other words, they are in a position to tell you that 
second-class mail is losing $269 million from table 100-A—and this is 
the figure that is used for publicity purposes—but in table 100, for 
ratemaking purposes, they tell the Congress that the deficiency in rev- 
enue on second-class mail is approximately $102 million. This figure 
includes about $30 million loss on exempt publications. 

On chart 14 they showed excess costs of $252.5 million. I am con- 
fused. There is a wide difference here. My point is that the Post 
Office Department, for publicity purposes, did not extend table 100-A 
sufficiently under their theory to show the true deficiency in revenue, 
Certain magazines and periodicals of general interest, who must make 
a profit to stay in business, under this set of circumstances are now 
paying their own way, and evidence to this effect has been presented 
to this committee. 

It would appear that the post office, in applying its foregone revenue 
theory, has now decided that even this subclass of second-class mail 
shall make up some of the losses, first, in other subclasses of second- 
class mail and, finally, other classes of mail or special services in 
direct contradiction of the provisions of section 202 (5) of this bill. 
It was indicated by the committee the other day that the Department 
will produce losses on some outstanding magazines and newspapers. 
Of course, in filing this material with your committee, the Post Office 
Department, if it follows its practices of prior years, will use true cost- 
ascertainment data without any modifications entailed in their ad- 
justments for ratemaking purposes. Mr. Chairman, I suggest that the 
committee would get an entirely different set of figures if the Post 
Office Department followed its own theory in filing with this committee 
the information on certain leading magazines “and newspapers. I 
respectfully refer the committee to the testimony of Time, Inc. 

In conclusion, I want to give you some suggestions for perfecting 
postal policy. 

I respectfully urge the Congress to establish more realistic stand- 
ards by which the Post Office Department, from time to time, can 
arrive at determinations as a basis for fair and equitable postal rates. 
It would seem to me that the first requirement under such a determi- 
nation would be to itemize certain public services of the Post Office, 
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set their costs aside in their entirety to be financed from the general 
funds of the Treasury, and then provide that the balance of costs be 
adjusted to reflect appropriate ratemaking factors for the purpose 
of obtaining revenues that will more nearly equal expenditures. I 
believe that mail users, generally, will agree with this approach, but 
at the same time we recognize that these ‘fundamental determinations 
are lacking in the present bills. 

Now, it may be contended that the present rate bill still leaves a 
deficit of approximately $200 million and this amount is ample to 
cover any remaining public services. Mr. Chairman, this is fallacious; 
it solves nothing. I believe the time has arrived when the Congress 
could consider the whole deficit on a current basis and determine more 
fully what represents public services and what represents costs which 
should be borne by the users. Under these circumstances appropria- 
tions should be provided for public services and the users required 
top pay. their costs, so that the Post Office budget will be balanced insofar 
as business costs are concerned. I believe that resolving these policy 
questions is the biggest problem now faced by Congress i in connection 
with postal matters, and once this is done, certainly a rate bill could 
be enacted very quickly. This kind of program would eliminate a 
great deal of work on future rate increases. 

The Congress has wisely guarded its prerogative in the field of postal 

ratemaking over the years, “and we sincerely believe that the bill, as it 
now stands, would seriously weaken this prerogative. 

In recent testimony before the House Appropriations Committee, 
the Post Office explained that it had not submitted its estimates on a 
business-type budget because of its lack of working-capital funds. 
Presumably, this ate bill would provide such working-c apital funds, 
and once obtained, the Post Office would then seek to operate pretty 
much on its own resources through a business-type budget. This ap- 
pears to be the first step in the direction of Congress relinquishing all 

ratemaking power to the Post Office Department, and the kind of 
policy guidance provided them under title II of this bill would give 
them very wide latitude. 

I strongly urge that the committee reconsider title IT and its state- 
ment of policy, with a view to developing a more certain and realistic 
basis for the purpose of postal ratemaking. 

Before I conclude, Mr. Chairman, I want to recognize the fact that 
vou and members of your committee worked hard last year on title IT. 
T think it should be pointed out that it certainly is a great step in the 
right direction. I think you have laid a fine basis. I think it could 
be perfected and used as a proper policy as a guide to this committee 
and other committees of the Congress now and in the future for the 
purposes of speedily adjusting rate cases. I thank you. 

Mr. Cuarrman. What is your position on the increase for first- 
class mail ? 

Mr. Cawtey. Mr. Chairman, I am not authorized to advocate any 
specific increases by class. 

The Crarrman. You were chairman of a subcommittee of the 
advisory council of the Senate Post Office and Civil Service Com- 
mittee in 1953. 

Mr. Cawtey. Yes, sir; I was. 

The CHatrMan. You made a report to the Senate Post Office and 
Civil Service Committee. 
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Mr. Cawtey. Yes. 

The CuatrmMan. The date of the report is December 9, 1953. You 
said in this report on page 296 that it is logical to look to this class 
of mail, referring to first-class mail, to continue to support deficit 
classes, possibly through i increased rates. 

Then you go on in your report and recommend a 5-cent rate for all 
first-class mail, nonlocal ; is that not correct ? 

Mr. Cawtry. Yes; but these facts were in an exhibit on expedited 
mail. 

The Carman. Do you still favor a 5-cent rate for all the first- 
class mail which is nonlocal ? 

Mr. Cawtry. I would like to explain my position this way, Mr. 
Chairman. 

At that time, Price Waterhouse & Co. had just concluded a study 
of cost factors in the Post Office Department, and came up with a 
startling conclusion, that first-class mail was losing $840 million a 
year. I was in no position to contradict or go beyond their figures. 

Mr. Rees. Did you include that as a reason for doing so? 

Mr. Cawtey. No; but at that time I had the adv antage of their 
report, sir, which is filed in the front of this book. I call your atten- 
tion to that figure. 

The CuarrMAN. You maintained in your report that first-class 
mail, since 1931, had been making a profit, and that the other classes 
of mail had been losing. Therefore, the first-class mail’s mail profit 
should be applied to the deficit of the other classes of mail. You went 
further in your report and said that all nonlocal first-class mail should 
be increased to 5 cents. 

Mr. Cawtey. Mr. Chairman, there were several people on that com- 
mittee with me and we were studying an expedited mail program. 

The CuarrmMan. You were the chairman of it. 

Mr. Cawtey. I was the chairman of it. That was a group decision. 

It was not my personal decision. I was not speaking for the asso- 
ciation. I was speaking as a servant of the Senate committee, based 
on the findings of Price Waterhouse. 

The CuatrMan. Were you representing the magazine publishers 
at that time ? 

Mr. Cawtry. Yes; I was an officer. 

The CuarrmMan. You were not trying to protect the magazines when 
you made that kind of recommendation ? 

Mr. Cawtey. No, sir. 

The CHarrMan. Very well. Mr. Johansen. 

Mr. Jouansen. I have 2 or 3 questions—the first one paraphrasing 
about when the doctors dimarten. when the cost accountants disagree, 
what in the world are we poor Congressmen going to do? 

I am not saying that “figures don’t lie, but liars figure.” I am say- 
ing that figures don’t lie, but accountants can certainly do some mar- 
velous things with them. One of the things it seems to me, if we are 
going to make first of all a determination which is primarily an ac- 
countancy one on the costs that are to be allocated to public service, and 
those that are to be allocated to various classes, you are asking Congress 
in effect to legislate cost accountancy ; are you not ? 

Mr. Cawtey. Mr. Johansen, I would like to answer your question 
this way. Both the Price Waterhouse CPA’s, the present Post Office 
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Department CPA’s and the Congress are struggling with something 
that results in great confusion because a firm basis has not been estab- 
lished. I am convinced that the Price Waterhouse conclusions were 
reached on a valid basis which they had to assume for purposes of 
making their study. I think there a lot of assumptions that could be 
made, but I believe when Congress spells out these basic assumptions 
we ought to get some conclusions that begin to match up. 

Mr. Jonansen. That leads to my other question at the bottom of page 
8 of your statement, where you say: 

I believe that resolving these policy questions, once done, will enable a rate bill 
to be enacted quickly. 

Mr. Cawtry. Yes, sir. 

Mr. JoHansEN. I am frankly confused as to why or how wiping off 
$200 million or $300 million, or whatever it is, as public service charges, 
and then having a balance of so-called deficit to be allocated between 
the three classes, how the allocation between the classes is going to be 
any simpler or any less difficult than it is now. 

Mr. CawteEy. Mr. Johansen, first of all I would like to say this: The 
policy statement ought to be title I of this bill. Your rate adjustments 
should grow out of a firm policy determination. I believe the present 
policy statement could be perfected so that you can quickly firm up 
about what had to be recovered from the users of the mail. The Post 
Office Department, giving them credit, has developed some data for 
distributing those costs. 

Mr. JoHANsEN. Having arrived at that figure which we may say is 
50 percent of what we now call the deficit—say it is $350 million in- 
stead of $700 million—I am at a loss to understand what it is that. you 
are going to put in the policy statement that makes the distribution of 
that. "$350 million of cost between the three classes any simpler, any 

easier, or any more acceptable to the users in those classes. 

Mr. ne AwLEY. Mr. Johansen, there is a basis already in the policy 
recognizing the primary value of first-class mail, recognizing the in- 
herent educational values of second-class mail, recognizing the impact 
on small business of increases in mail rates. 

Mr. JoHANsEN. But the fact that you have those basic principles 
still does not give you an automatic formula for the distribution of that 
remaining increment of cost not covered as public service. 

Mr. Cawtey. We think it could be distributed with reason, sir. 
That is the only answer I could give you on that. 

Mr. Porrer. Mr. Chairman, ‘I think the witness has made a very 
good statement. I have found it ver vy helpful. I agree with a 
Johansen that when the cost accountants fall out, we are certainly a 
a great disadvantage. I would be very much interested, Mr. Caw fe. 
on having some specific suggestions from you on how we could change 
this formulation of basic policy. 

Mr. Cawtey. First of all, I would enumerate the public services 
that should be contained in this bill. Let me run through just a few, 
if I may. There is the item of special services that I mentioned in my 
testimony—$48 million. I mentioned the losses on exempt publica- 
tions, which go at a flat rate and compete with those that have to stay 
in business for a profit—about $44 million. There are the losses on 
rural free delivery. 

Mr. JoHansen. Will the gentleman yield right there? 
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Mr. Cawley. Yes. 

Mr. Jowansen. On what basis and by what criteria do you deter- 
mine what constitutes losses on rural free delivery ? 

Mr. Caw ey. I thought I explained that. 

Mr. JoHansEN. I don’t mean to divert you. 

Mr. Porter. Go ahead. 

Mr. JoHANsEN. That is the point that bothered me. 

Mr. Cawtey. I used the approach that Price Waterhouse took. 
They took the total volume of rural delivery and priced it out at the 
same cost as city delivery, and still came up with a $70 million loss, 
operating on the theory that it was created to provide the same service 
to the rural areas as was provided the city areas. 

Mr. Porter. Go ahead with your listing, please. 

Mr. Cawtey. There are quite a number. I would like to add to 
that the fourth-class post offices, on which there has been some dis- 
cussion by members of this committee, they came up with a figure 
of about $23 million net loss. 

On the star-route delivery, where they will take your mail up to 
a mountaintop if you are the only man living there, they came u 
with something like a $7 million net loss. These were computed bac 
in 1952, before the recent rate increases. There is a great deal of that 
kind of public service element built into the Post Office that could be 
pulled out and identified. 

The Cuairman. How much would that total? 

Mr. Cawtey. I have given you $200 million or $250 million, roughly. 

The Cuatrman. What is the present deficit of the Post Office De- 
partment ? 

Mr. Cawtey. The estimated deficit is $651 million. 

The Cuarrman. What would that bill raise? 

Mr. Cawtey. About $462 million in the first year, and progresses to 
$527.5 million in 1961. 

The Cuarrman. I am talking about the first year. 

Mr. Cawrery. Yes. Mr. Chairman, in connection with that $650 
million deficit, I would respectfully call the committee’s attention to 
the fact that they include $131 million in that deficit which by law 
is not supposed to be in there. That is a retirement cost. 

The Cuatrman. That is a charge against the Department. Con- 
gress provided that. 

Mr. Cawtey. The law provided that it should not be included for 
ratemaking purposes. I don’t want to comment on the law, but I 
want to call the committee’s attention that the $650 million does in- 
clude $131 million which by law is not supposed to be included for 
ratemaking purposes. That, coupled with the recent cut by the House 
on the floor, brings it down to less than $500 million deficit. I respect- 
fully suggest to the committee that the Post Office Department in- 
cludes some of those figures as a pressure tactic. 

The Cuarrman. What figures are you referring to? 

Mr. Caw ey. $131 million for retirement. 

The Cuarrman. That is a charge against the Department and it 
should be included. 

Mr. CawteEy. The law provided that it should not be included for 
ratemaking purposes. I would like to go into detail in a class of 
mail if I could answer two questions here. Congressman Hemphill 
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raised it. I would like to direct the committee's attention to table 41 
in this new cost ascertainment sheet on second-class mail. Under the 
second-class listings there you will note that there is a wide variation 
on revenue per plece, shown in the seventh column opposite these 
types of classification. Congressman Hemphill, there is subclass 
grouping there. Exempt from zone rates shows 0.324 cent per piece, 
and the periodicals of general interest show 1.9 cents per piece revenue. 

It is my contention, ‘and this cert tainly supports the Time-Life pres- 
entation that your low per-piece revenues cause a lot of the Post Office 
deficit, because those who pay higher rates certainly come more nearly 
paying their way. I think in making a policy determination, I am 
not advocating raising the per-piece rate, but I think you ought to 
recognize that there is a great educational subsidy involved het ween 
the higher piece rate and the piece rate that now exists on certain sub- 
classes of second-class mail. That is the kind of thing that ought to 
be thoroughly studied out. It applies to second- and third-class mail 
alike. 

Mr. Porrer. Let me interrupt you, Mr. Cawley, to say, how can 
we write into this bill a cost-accounting method which won't be subject 
to what you call dangerous flexibility by the Postmaster General or 
anyone else, but which will assure us that we will get an honest cost 
accounting of all the different classes of mail so that we will know 
what cost is on the one hand and what subsidy is on the other. Is 
there any way we can write a bill which will give us that? 

Mr. Cawtey. Except to outline in broad detail the policies involved, 
and ask them to report on those policies so you can determine the 
reasonableness of their reaction. 

Let me give you an example. The Kelly law was adopted in 1930 
That set forth principally the foregone revenue theory which the 
Post Office Department now wants to repeal but which it insists Con- 
cress follow in adopting a public-service cost. On exempt publica- 
tions they give about $2.3 million as the net revenue loss there. I think 
there is more in second class. 

First of all, there is a revenue loss between zone-rated advertising 
and educational factors on nonexempt. There are data available to 
show that runs between $9 and $11 million right on their own theory. 
There are other exempt or other special concessions in there that I 
don’t think have been fully figured out, even on their own submission 
to Congress. 

Mr. Porter. Thank you very much. 

Mr. Hempuitt. I notice on page 8 of Mr. Gray’s testimony he made 
the statement: 

We believe it is possible to state what cost should be borne by users of mail 

and what costs should be met in the public interest by appropriation. 
I assumed you answered that to Mr. Porter. How can you do that 
except by the method used by the Post Office Department? That is, 
by allocating to each function the handling, transportation, and 
whatnot ? 

Mr. Cawtey. I think we all have to recognize that cost on a use 
of facilities basis, which even the Supreme Court has set aside for 
purposes of ratemaking, nevertheless has to exist in the Post Office 
Department. I personally have never criticized cost ascertainment 
when used properly except that it is an awfully costly process for 
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what. they get out of it. It is a document which permits the post 
office to see how their costs are distributed among the various classes 
of mail. But beyond that there is something else that is vital for 
ratemaking purposes. I think the total costs of the Department should 
be separated on public service and business service. That can be 
done. I think on the business service you would have to determine 
what concessions within those various classes would be made by the 
Congress so as to determine a more valid basis than now exists for 
ratemaking purposes. I appreciate, sir, it can’t be precise. You 
might arrive at percentages on some of these discounts for public 
services. 

Mr. Hemruuy. Tell me, if you can’t be precise, how far wrong are 
the Post Office officials, or whoever made up the cost-ascertainment 
report for them, in allocating these intangibles to retain classes of 
mail ? 

Mr. Cawtey. I think they are wrong in this sense. It is not based 
on clearly defined policies of Congress. I think it is based on assump- 
tions. A 50-percent concession in second class may be fine. It may 
not. be proper at all. I don’t know. Next year they might make it 
25 percent. 

Mr. Hemrpnuiiy. The trouble is, who does know? That bothers me. 

Mr. Cawtey. I think that can be determined after you complete 
the work on title II of this bill. 

Mr. Hemputti. What provisions should be included in title I1 to 
assure us that we will be able to know ¢ 

Mr. Caw tery. I think, first of all, you determine the business cost. 
Separate the business costs from the service costs, if you please, sir. 
Those business costs ought to be distributed perhap pretty much as 
the Post Office has done to get some basic costs. Cost ascertainment 
can be used as a part of ratemaking, but I think you have to go away 
beyond it and arrive at conclusions on policies laid down by the 
Congress. 

Take second-class mail, forexample. You may state very definitely 
that the piece rate should continue to be low to provide certain educa- 
tional benefits, and persons paying less than a certain piece rate cer- 
tainly are getting, and perhaps entitled to, a subsidy. Let us recog- 
nize that and set it out for what it is worth. I think there is enough 
data to determine that kind of answer. 

Mr. Hemrnity. If we are going to do that, to go back to Mr. Por- 
ter’s line of questioning, then we will have to go into the classification 
of the mail as first, second, third, and fourth, and put in the sub- 
classifications that I was talking about. 

Mr. Caw.tey. There do exist a number of subclasses in each class 
of mail. You may want to perfect or improve them. I would not 
advocate altering the present classes of mail. I think there probably 
should be some perfection of the subclassifications. 

Mr. Hemrni.i. I am interested in what you have to say. Each 
question seems to pose another terrific er The next question 
is where are we going to get the information to subclassify. 

Mr. Caw ey. I think it is available, sir, right now. 

Mr. Hempnuiny. Where ? 

Mr. Caw.ey. In cost ascertainment as a starter. 

Mr. Hempuiy. We are going back to the same cost ascertainment. 

Mr. Caw ey. I say that is a start. It is not to be used for rate- 
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making purposes. It isa start. You do have some breakdown, which 
will give you a start. 

Just quickly, in second class, you have certain exemptions. You 
have the 5 percent or less advertising content. You have free-in- 
county. You have transit, and quite a number of classes right now. 
You could probably perfect them a little more and come out with some 
useful data. 

Mr. Hempuiu. I have some questions, but I have to go to the 
floor. 

The Cuarrman. Are you a publisher? 

Mr. Cawtey. No. 

The Cuarrman. Have you ever been a publisher ? 

Mr. Cawtry. No. 

The Cuarrman. How long have you been with this association ? 

Mr. Caw ey. Since 1952. 

The Cuatrman. Are there any other questions, Mr. Rees? 

Mr. Rees. Did you represent this association in respect to this re- 
port that the chairman just called attention to? 

Mr. Caw ey. No, sir; I did not. I was drafted by the Senate com- 
mittee because of my wide Government experience to assist that 
committee. 

Mr. Rexs. Because of what? 

Mr. Cawtey. My wide Government experience. 

Mr. Rees. What about your experience in representing the 
magazines ? 

The Cuatrman. How long were you employed by the Government ? 

Mr. Cawtey. Twenty years. I was budget director of six different 
Federal agencies in my career with the Federal Government. That 
was since 1936. 

Mr. Rees. With all that experience, you would not have to pay too 
much attention to a lot of these reports. Were you in favor of 5-cent 
postage before? 

Mr. Cawtey. Based on those findings at that time. 

Mr. Rees. Did you say, “I am basing it on the Price Waterhouse 
report.” or did you think it ought to be done? 

Mr. Cawtey. I said at that time I based it on their findings. That 
points up the whole problem. We need more basic material to operate 
on. 

Mr. Rees. Are you for 5-cent postage for first-class mail today? 

Mr. Cawtery. No, sir. 

Mr. Rees. You changed your mind? 

Mr. Jowansen. Are you for a 4-cent rate now ? 

Mr. Cawtey. I am not going to advocate that. If the findings of 
this committee indicate that, that is something else again. I think in 
fairness to all the people I represent we want a good firm public policy 
first. 

Mr. Ress. What do you say about the third-class rate? 

Mr. Cawtey. I am not advocating an increase in third class. 

Mr. Rees. Are you opposed to it ? 

Mr. Cawtey. No,sir. It may come about, but I am not advocating 
it until we get a little more sharply defined postal policy. 

Mr. Rees. You don’t even agree that the Post Office Department has 
a deficit ? 
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Mr. Cawtey. Yes, sir; I do. I said so in my statement. 

Mr. Rees. But not for second-class mail. 

Mr. Cawtey. I believe there will be. 

Mr. Rees. What do you say just briefly? Should there be increased 
postage on second-class mail ? 

Mr. Cawtey. That may come about. 

Mr. Rees. Iam asking you. Here we are with all this deficit. You 
don’t want to do it? 

Mr. Cawtey. That is not my position, sir. 

Mr. Rees. What is it? 

Mr. Cawtey. The publishers’ position is to establish a policy, and 
after that we will face up to rate adjustments. 

Mr. Rees. But not increased rates now. 

Mr. Cawtey. No, sir; that is not my position. I said in my state- 
ment that you could do it right now. 

Mr. Rees. I tried to listen to you and I cannot tell what your posi- 
tion is. 

Mr. Cawtey. I think you could adjust rates this year very quickly, 
sir. I am not opposed to rate adjustments per se. 

Mr. Rees. Second class included ? 

Mr. Cawtey. Yes, sir. As I said, this committee has laid a good 
solid foundation, and I think with a little more work it can be per- 
fected and properly used. 

Mr. Rees. Coul - poe say that if the committee comes to the con- 
clusion that the second-class rates ought to be increased that would 
be all right with you? 

Mr. Cawtey. If it is based on a reasonable policy; yes, sir. 

The Cuamrman. You were the vice president of this magazine asso- 
ciation when you made this report as chairman of this subcommittee. F 

Mr. Cawtey. Yes, sir; I was. 

The CHarrMan. You were representing the association on the pay- 
roll at that time; were you not? 

Mr. Cawtey. Yes, sir; I was. 

The CHARMAN. Very well, sir. Are there any other questions? 

If not, there will appear at this point in the record a statement by 
S. T. Barkman, executive secretary of the National Association of 
Advertising Publishers. 

(The statement follows:) 
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STATEMENT oF S, 'T. BARKMAN, OF BERLIN, Wts., EXECUTIVE SECRETARY, NATIONAL 
ASSOCIATION OF ADVERTISING PUBLISHERS 


Mr, Chairman, I am executive secretary and a former president of the National 
Association of Advertising Publishers, the trade organization of America’s inde- 
pendent shopping guides. We thank you for the opportunity to appear again 
before this committee. 

Our periodicals, consisting almost entirely of advertising, are mailed under 
third-class bulk rates and we shall limit our petition to that portion of H. R. 
5836 which deals with third-class bulk mail, on page 6, commencing with line 8 
and ending with line 19. 

The 12 lines referred to above, if approved by this committee without revi- 
sion and subsequently enacted by Congress, would raise the third-class bulk rate 
from 14 cents to 16 cents per pound and the minimum per piece from 114 cents 
to 2 cents until July 1, 1959, when the minimum per piece would increase auto- 
matically to 2% cents. 

Mr. Chairman, we respectfully petition that this committee revise and amend 
that portion of line 11 enclosed in quotation marks before the semicolon, amend- 
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ing it to read as follows: “1 cent for local delivery and 2 cents for nonlocal 
delivery” ; 

In support of our petition, let me state that the revision sought by our asso- 
ciation would be a step toward ending the unfair practice of charging the same 
rate for third-class bulk mail regardless of distance transported by the Post 
Office. It is obvious to anyone that mail for local delivery is handled at less cost 
than mail for nonlocal delivery. 

Last year the Post Office Department, this committee of the 84th Congress, 
and the House agreed that minimum weight pieces of first-class mail would be 
charged 1 cent less for local delivery than for nonlocal delivery. For many 
years it has been the policy to charge zone rates for second-class and fourth- 
class mail. We believe, therefore, that H. R. 5836 should end the unfair discrim- 
ination against third-class bulk mail. 

Mr. Chairman, we petition also that community shopping guides be placed in 
the existing special category of third-class bulk matter now mailed at 10 cents 
per pound, 1 cents per piece minimum, on which no increase in rates is proposed. 
We refer to matter mailed by nonprofit organizations, including religious, edu- 
cational, scientific, philanthropic, agricultural, labor, veterans and fraternal 
corporations, each promoting through the mails their various aims and activities. 

We are sure you will agree that the promition of trade and commerce is an 
activity of paramount importance in America’s free-enterprise system. We be- 
lieve that community shopping guides, devoted almost entirely to this activity, 
should be accorded a place in the lowest rate group. This category is already 
established and our inclusion therein would create no problem of administration. 

Most of our papers are mailed for local delivery and our publishers must per- 
form many of the most expensive operations which the Post Office Department 
does for certain other mailers. Included are the operations required of all 
third-class bulk mailers: (1) We print postal indicia on each piece, thereby 
eliminating cancellation; (2) facing; (3) tying out in bundles; (4) transport- 
ing to central post office, ete. 

Our papers are used almost exclusively by home-town business, service and 
professional firms, churches, and civic organizations, and they are popular adver- 
tising media for the promotion of trade and community activities because of 
their low rates and uniform coverage of local trading areas. Our entire indus- 
try, more than 1,000 publishers, and many thousands of small businesses using 
community shopping guides, will appreciate your consideration of our petition. 

Mr. Chairman, if the committee shall decide to deny entirely our petition as 
above, we ask in lieu thereof that our periodicals at least be granted the same 
consideration as small newspapers, and that any increase in postage rates shall 
not apply to any issue of a community shopping guide with respect to which 
issue the entire press run consists of 5,000 copies or less. A paragraph similar 
to that on page 4, lines 1 through 8, if inserted on page 6 after line 19, wonld 
accomplish the purpose of exempting small community shopping guides from 
the proposed rate increases. 


The CuarrmMan. The committee will stand adjourned until 10 a. m. 
tomorrow morning. 

(Thereupon at 12: 10 p. m., a recess was taken until Tuesday, April 
9, 1957, at 10 a. m.) 


READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


TUESDAY, APRIL 9, 1957 


Houses or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice AND CIviL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 215, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. 

The first witness this morning is Mr. Leslie A. Watt, of the Watt 
Publishing Co., Mount Morris, Ll. 


STATEMENT OF LESLIE A. WATT, PRESIDENT OF WATT PUBLISH- 
ING CO., MOUNT MORRIS, ILL. 


Mr. Warr. Mr. Chairman, if I may, I will read the statement. 

The CuHatrmMan. Very well, sir. 

Mr. Warr. Mr. Chairman and members of the committee, I am 
Leslie A. Watt, president of Watt Publishing Co., Mount Morris, II1., 
publishers of seven monthly specialized farm magazines. 

Four of these publications—Poultry Tribune, Pacific Poultryman, 

Broiler Growing, and Turkey World—with a combined circulation 

of 426,134 copies, have paid circulation and are entered as second- 
class mail. 

Three of these publications—Hatchery and Feed, Poultry Process- 
| ing and Marketing, and Better Farming Methods—with a combined 
| circulation of 58,902 copies, have controlled circulation and are 
mailed under the rates specified in part 133 of the Postal Manual. 

Our entire circulation on both paid and controlled publications is 
sent through the mails. We have no newsstand sales nor any other 
alternate means of distribution. Consequently, postage is an impor- 
tant cost item to us. 

To show you the impact of the rates proposed in H. R. 5836 on our 
business, let me give you some before and after figures. 
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(The tabulation is as follows :) 


Watt Publishing Co. postage costs 


| Increases under H. R. 5836 compared to * 

















| Actual, | present rates 
| fiseal year Behe he ai. 
| ending | 
| June 30, | Effective | Effective | Effective Effective 
1956 July 1, July!, | Julyl, | July1, 
1957 | = 1958 1959 1960 
— _ es ee a SS | ee ee 
oad a ana aiem ces ..| $17,628 | $5, 870 | $5, 870 | $5, 870 | 85, 870 
2d-class.. : 3 56, 692 | 8, 504 17, 008 | 25, 512 34, 016 
Controlled publications-.- cheat ealdeal 22, 453 | 4, 491 4,491 | 4, 491 4,491 
Dp lia orca iainetice amines aia 59, 233 19, 725 16 725 | 39, 450 39, 450 
Total postage...--- __....| 156,006} 38, 590 47,004 | 75,323 | 83, 827 
Percent increase over 1956 costs... ___-._--. Reb itl ie tt 25 30 | 48 | 4 
| ! 





Mr. Warr. May I answer here one of the questions which Congress- 
man Rees usually asks witnesses: “What percent is postage to your 
total operating expenses?” Answer: 9 percent. One dollar out. of 
every eleven we spend for all purposes goes for postage. 

Mr. Porter. Do you have that figure for what it was 10 years ago‘ 
Do you have that percentage ¢ 

Mr. Warr. I could get it. I do not have it offhand. 

Mr. Porrer. Do you have any idea what it is? Is it less? Is it 
more ? 

Mr. Warr. It would have been less 10 years ago. I doubt that it 
was more than 6 or 7 percent, but I can dig it out and give you the 
exact figure. 

Mr. Porrer. Are the other figures comparable? Was your circula- 
tion about the same ? 

Mr. Warr. Some of these publications did not exist 10 years ago, 
so the figures are not completely comparable. 

Mr. Porrer. If you can dig it out, I would like to see it. 

Mr. Warr. I will be very glad to give you the same actual postage 
figures for 10 years ago. 

“The Cuarrman. Will you supply those for the record? 

Mr. Warr. I will send those in. 

(The information is as follows :) 


Total amount of postage, fiscal year ending June 30, 1946__________ S72, 292.17 
Postage as percent of total operating expense______- ibs dete os 7.5 
Total amount of postage. fiscal year ending June 30, 195 G....--... $156,006. 00 
Postage as percent of total operating expense_______- sce seca 9.0 


In the 11-year span from 1946 through 1956, our total amount of postage his 
increased by 116 percent while postage as a ratio of total operating expense has 
increased by 20 percent. 

These figures are not directly comparable, however, because in 1946 we were 
publishing 4 magazines while in 1956 we were publishing 7 magazines. The three 
publications which have been added have naturally contributed to the big in- 
crease in actual dollars spent for postage. The primary reason, however, for 
the increase from 7.5 percent to 9 percent in ratio of postage cost to all operating 
expense is the increase in postal rates which have occurred in the past 11 years. 


Mr. Warr. While we are not opposing any rate increases at this 
time, we believe that increases in the amount proposed are not justified. 

Comparisons have been made by Post Office Department officials 
between present rates and those which existed in 1932 or even in 
1917. To go back so many years adds only confusion rather than 
underst: anding to the present postal situation. 
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There is no need to go back of 1946. 

By eliminating from the postal deficit all public-service costs and 
subsidies as provided under the Kelly law, there was no postal deficit 
prior to 1946. 

The problem is entirely one of post-World War II vintage. 

Let us use 1946 as a base point and review what has happened to 
postal rates in the past 10 years. 

In the following table I have set forth the rates for first class, 
second class, controlled publications, and third class as they existed 
in 1946; the effective date of those increases; the amount in actual 
cents, the amount in percentage, and the current. rates. 

(The tabulation is as follows:) 


| Increases in"rates 
Rates Rates in 

















in 1946 | in 1956 
Effective date | Amount | Percent 
1st class: Cents Cents Cents 
Letters per ounce.............-- seitiiicaeattmemindaei OO Cech ae pO ee 3.0 
Post cards_- ooelddias tie 1 Jan. 1, 1952 1 100 2.0 
RSPAREL, TOE OIOR. en cerecri nt escsnbiccciensl 5 | Jan. 1,1949 1 20 6.0 
2d class (per — 1 
a iaitis ininhnttspainectdn cabtibemheectdl 1% 1.95 
Advertising: 
Ren ONG Bes oii dd deccs addenda bead 1% 1.95 
a tat a i i me Se COS ee 10 2.6 
MONO Cidei cc Auccsctuciacésacsacdicdemademiek 3 mee. 63 GRP ih.-~-cc. 10 3.9 
IR i bbe onsen nesaicienamsadiniadedae 4 aS eee 10 5.2 
PE cx cnt onrsid ide aknbmgn catnaracne aia 5 6.5 
ON Riki52 5s Soda oo ibn od tics 6 7.8 
i nana Dn neta ed 7 9.1 
Controlled publications: 
Copies under 8 ounces, per pound.___.........- 8 | Jan. 1,1949 2 25 10.0 
Copies over 8 ounces, per pound___._.__-..___.- v Lt... 7 1 22 11.0 
Feb. 1, 1954 1 
3d class: 
Individual piece circulars, Ist 2 ounces_____. toms 1%| Jan. 1,1949 1 33 2.0 
ee EE a ee | 7) Sa | aa 2 17 14.0 
Bulk, circulars, minimum piece__.............- 1 | July 1,1952 4% 50 1% 





1 Total since 1946, 30 percent. 


Mr. Rees. Did you include the additional cost on - part of the 
Government for handling this mail? 

Mr. Wart. No, sir. This is purely pricing. This j is purely rate. 
As we go on through we will get into costs later on in the statement 
here. 

From the above table you will note that, while the rate on first-class 
letters has not increased since 1946, there have been increases in rates 
for post cards, 100 percent; airmail letters, 20 percent; second class, 
30 percent; controlled publications, 22 to 25 percent. On third class: 
individual piece, 33 percent; bulk pound rate increased only 17 per- 
cent; and bulk minimum piece, 50 percent. 

The two types of mail which have been hardest hit with rate in- 
creases are post cards and third-class bulk minimum piece rate. 

We urge you to give full consideration to these rate changes which 
— taken place since 1946 in determining proper increases hence- 

orth. 

To achieve fair and equal treatment between mail classes, one could 
assume that there should be no further increases in the rates on post 

cards nor on third-class bulk minimum rate, and at the same time 
increase— 
First-class letters, 114 cents to 414 cents, or a total of 50 percent 
over 1946 rates; 
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Second class, two more 10-percent steps, or a total of 50 percent 
over 1946 rates; 

Controlled publications, to 12 cents per pound, or a total of 50 
percent over 1946 rates; 

Third class, individual circulars, 14 cent to 214 cents, or a total 
of 50 percent over 1946 rates; 

Third class, bulk circulars, pound, 4 cents to 18 cents, or a total 
of 50 percent over 1946 rates; 

Third class, bulk circulars, minimum piece, no increase in pres- 
ent 144-cent rate, because it already is 50 percent over 1946 rates. 

I am not recommending the above rate changes, but simply using 
these comparisons to show the inequity of any increase in third-class 
bulk minimum piece rate until other classes of mail pick up the tab 
to the extent already levied against third class. 

The Cuairman. Are you an extensive user of bulk third-class cir- 
cular mail? 

Mr. Warr. Yes, sir, Mr. Chairman. We rely heavily on direct mail 
to sell subscriptions to our magazines. We actually spend more 
money on postage for circulars to sell subscriptions than we do on 
second-class mail for postage to deliver the magazines. 

Such a plan would reestablish the status quo or balance of 1946 
between rates for the various classes of mail. All mail users would 
then be sharing equally the burden of cost increases of the past 10 
years. 

How much the status quo of 1946 has been upset can be seen from 
analysis of cost-ascertainment figures from 1946 through 1956. 

In the table here I have set forth from the cost-ascertainment report 
the allocated revenue, the allocated expense, the revenues of percentage 
expense on first, second, controlled publications, third class, and all 
mails in 1946, in 1956, the dollar increase, and the percent increase. 

(The table is as follows:) 








Revenue 
Allocated reve-| Allocated ex- | as a per- 
nue penses cent of ex- 
| pemises 
Ist class: 
1946 | $597,828,470 | $454, 475, 422 131.5 
1956 $1, 013, 678,916 | $978, 013, 941 103. 6 
Increase, 1946-56 | 
Dollars $415, 850,446 | $523, 538, 519 | 
Percent 69.6 115.2 
2d class: 
1946 | $33, 159, 970 $181, 288, 963 18.3 
1956 } $65, 890, 784 $318, 412, 212 | 20.7 
Increase, 1946-56 | | 
Dollars $32, 739, 814 $137, 123, 249 | 
Percent . | 98. 7 75.6 | 
Controlled publications 
1946 (‘) | 0) | (‘) 
1956 $5, 713, 253 | $7, 708, 000 | 74.1 
3d class: 
1946 $83, 131, 096 | $135, 201, 549 | 61.5 
1956 $266, 019, 592 $471, 914, 026 | 56.4 
Increase, 1946-56 | | 
Dollars $182, 888, 496 $336, 712, 477 
Percent 220.0 | 249. 0 | 
All mails: | | 
1946 $1, 087, 242,398 | $1, 190, 199, 234 | 91.3 
1956 $2, 215, 051, 867 | $2, 629, 412, 047 | 84.2 
Increase, 1946—56 | | j 
Dollars $1, 127, 809, 559 | $1, 439, 212, 813 


Percent 


| Not available separately, 


included in 3d class and 4th class. 


103. 7 | 


120.9 | 
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Mr. Ress. It is similar to the table you put in last year, is it not? 

Mr. Warr. It is similar; yes. It is condensed. The key to this, 
we feel, is the percent in which one is providing revenue against 
expense. 

In 1946 total mail revenue was 91.3 percent of total mail, expense. 
But note the wide variation by classes of mail—first. class, 131.5 per- 
cent; second class, 18.3 percent; and third class, 61.5 percent. 

During the 11 years, from 1946 to 1956, some startling changes took 
place in the percentage of revenue to expense of classes of mai 

The revenue-expense ratios changed as follows: 

All mails Jeclined from 91.3 percent to 84.2 percent. 
First class declined from 131.5 percent to 103.6 percent. 
Second class gained from 18.3 percent to 20.7 percent. 
Third class declined from 61.5 percent to 56.4 percent. 

These ratios indicate that the postal deficit of the past 11 years 1s 
caused primarily by the decline of first-class-mail revenue as a percent 
of first-class-mail expense. 

Deputy Postmaster General Stans has proposed “differential pric- 
ing’’ to be added to cost ascertainment as a basis for ratemaking. He 
advocates 130 percent for first class, 50 percent for second class, and 
75 percent for third class. 

We agree with him in principle, but disagree with his percentages, 

Why ; Because the postal rate policy in H. R. 5836 lacks adequate 
implementation. 

The statement of findings in section 202 is excellent. 

The declaration of policy, however, in section 203, is too much like 
giving the Postmaster General authority to write a blank check on 
rates, While Congress must sign the check it has little to say in deter- 
mining the amount. 

The language in section 203 is beautiful : 

(1) In the determination and adjustment of the postal-rate structure, due 
consideration should be given to— 

(A) the preservation of the inherent advantages of the postal service in 
the promotion of social, cultural, intellectual and commercial intercourse 
among the people of the United States, 

(B) the development and maintenance of a postal service adapted to the 


present needs, and adaptable to the future needs, of the people of the United 
States, 

(C) the promotion of adequate, economical, and efficient postal service at 
reasonable and equitable rates and fees, 

(D) the effect of postal services and the impact of postal rates and fees 
on users of the mails, 

(E) the requirements of the postal establishment with respect to the 
manner and form of preparation and presentation of mailings by the users 
of the various classes of mail service ; 

(F) the value of mail; 

(G) the value of time of delivery of mail; and 

(H) the quality and character of the service rendered in terms of priority, 
secrecy, security, speed of transmission, use of facilities and manpower, and 
other pertinent service factors. 


Who is to evaluate all of these factors in dollars and cents? Mr. 
Stans says that these are the intangibles for which he recommends 
second-class rates on 50 percent of fully allocated costs and third- 
class rates based on 75 percent of fully nh sated costs. 

But where is his documentation of these percentages? Surely we 
are entitled to know more about them than simply that a Post Office 
Department committee recommended them. 
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Perhaps both second class and third class are entitled to discounts 
of 50 percent from fully allocated costs due to manner and form of 
= and presentation of mailings by users, value of mail, and 

eferred service. 

Perhaps second class is entitled to an extra 25-percent discount 
due to its value of social, cultural, intellectual, and commercial inter- 
course among the people of the United States. 

We could then conclude that second-class rates should be based on 
only 25 percent of fully allocated costs and third-class rates on 50 
percent of fully allocated costs. 

In past rate hearings there have been many objections to the use of 
cost-ascertainment figures as a basis for rates. 

Now the Post. Office Department admits cost-ascertainment needs 
“differential pricing” to make it a basis for rates. 

Consequently, we now question the validity of the actual premiums 
and discounts proposed. They should be documented just as pains- 
takingly as the cost-ascertainment report itself. 

Section 203 (c) (3) of H. R. 5836 provides for all public-service 
aspects of the postal establishment to be paid directly out of the general 
fund of the Treasury. 

Who determines the amount of these items? Mr. Stans lists them at 
only $43.3 million. The Citizens’ Advisory Council puts the total at 
$392.4 million. The difference is approximately $350 million. How 
is Congress to determine which figure is correct? Proper identification 
of the dollars involved in public-welfare aspects of the Post Office 
should be the first consideration of this committee. 

In conclusion we recommend : 

1) Congress should employ an outside management-consultant firm 
to determine which Post Ofvce functions are public service, the amount 
of cost involved, and the amount which should be appropriated from 
general funds of the Treasury to eliminate public service costs from 
the so-called postal deficit. 

(2) Post Office expenses, after elimination of all public-service 

costs, may be considered business expenses to be paid for by users 
of the mails. An outside management-consultant firm should be used 
to determine: 

(a) Whether “differential pricing” does make the cost-acertain- 
ment report a valid tool for establishing rates. 

(6) The specific revenue-cost ratios which should be assessed to 
each class of mail to determine required rates. 

(3) An outside management-consultant firm should be employed 
to study the adequacy of the research job now being done in the Post 
Office Department. 

(a) For this job there should be no sacred cows. Wherever 
trucks can haul the mail at lower cost than railroads, rail contracts 
should be canceled and the mail transferred to trucks. 

Mr. Rees. You mean there are sacred cows now ? 

Mr. Warr. We understand that there are in special regulations. 

Mr. Rees. Do you allege that there are? 

Mr. Warr. I think that there are. 

Mr. Rees. Would you mind setting forth in the statement all the 
facts, telling us where they are, so we will know ? 

Mr. Wart. There is the matter of rail contracts still kept in force 
for one reason or another when trucks in certain cases could handle the 
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mail cheaper. I would consider that as one sacred cow which is still 
in effect. What the reason for it is I don’t know, but I understand 
there are certain reasons why the Post Office is obligated to continue 
mail on rail even though there are places where trucks could do it more 
cheaply. 

Mr. Rers. Do you know the names of the railroad companies that 
are the sacred cows ? 

Mr. Warr. I do not, sir. I can only cite the Citizens’ Advisory 
Council report that has made mention of this fact. 

Mr. Rees. That is what you are depending on? 

Mr. Warr. That is right. 

Mr. Rers. You do not know yourself who the railroad companies 
are? 

Mr. Warr. No; I am using other information to make this state- 
ment; that is correct. 

Mr. Ress. I just wondered. If you know who they are we would 
like to hear that. If you know the railroad companies that are sacred 
cows or any other sacred cows around, we would like to know who 
they are and where they are. 

Mr. Warr. That is why I recommend the employment of a reputable 
management-consultant firm. I think that they would dig out some. 

Mr. Rees. However, you do not know where they are. 

Mr. Warr. No. 

We' believe that all purchases of the Post Office Department should 
be based on competitive bids. 

(>) Tf the mail users are to pay for that portion of Post Office 
Department expenses considered to be “a business” then we want 
assurance that we are paying for an efficiently operated business 
which is not fettered with archaic practices of purchasing. 

(4) While the findings of any outside management consultant on 
the above 3 points are unknown at this time, we believe, enough 
evidence has been accumulated in the 1954 Carlson committee report 
and the 1957 Citizens’ Advisory Couneil report to state that the Post 
Office Department’s current revenue needs from mail users are less 
than one-half the amounts proposed in H. R. 5836. 

I appreciate the opportunity to appear before this committee today. 
Thank you for your attention. 

The Crarrman. Are there any questions ? 

Mr. Regs. You are opposed to any increases ? 

Mr. Warr. No,sir. [did not say that. 

Mr. Rers. What are you in favor of? What about first class? 

Mr. Warr. I listed here in my statement examples of what would 
happen if all rates went up 50 percent over 1946, which we think would 
be a fair situation. 

Mr. Rers. What do you say about the first-class rates in this bill? 
That is what we want to know. 

Mr. Warr. You mean the proposed 4-cent rate ? 

Mr. Revs. Yes. Are you for that ? 

Mr. Warr. We do not think that the Post Office needs that much 
revenue. I think that possibly a 314-cent first-class rate could be 
considered. 

Mr. Rees. What would you consider for second class # 

Mr. Warr. Two 10-percent jumps to make it 50 percent over 1946. 
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Mr. Rees. And how much would you consider for third class? 

Mr. Warr. We think the pound rate should be increased but not 
the bulk minimum piece rate. . 

Mr. Rees. How much would you increase the pound rate? 

Mr. Warr. Four cents; from 14 to 18 cents, which would make it 
a 50-percent jump over what it was in 1946 when it was 12 cents. 
The inequity of third class is the fact that the piece rate has gone up 
so much more than the pound rate. Our circulation mailings weight 
out 30 pieces at a pound. At a 114-cent minimum we now are paying 
45 cents a pound, and yet the pound rate for the heavier pieces is still 
only 14 cents. 

The Postmaster General has made the statement that third-class 
rates have gone up 38 percent. Actually that is an average overall. 
The pound rate has only gone up 17 percent while the piece rate has 
gone up 50 percent. I do not believe that adequate attention has been 
given to the impact of further increases on top of that present 50- 
percent increase we have already had. 

Mr. Rexs. If we would put your proposed rates into effect, how 
much more money would we raise? Did you estimate that ? 

Mr. Warr. I do not have that estimated, but it would be considerably 
less than the Post Office Department is after. 

Mr. Ress. Less than half, would it not? 

Mr. Warr. It would be less than half. It would probably come out 
somewhere in the neighborhood of $200 million. Our position is if 
er tae items are computed and deducted from the deficit, per- 

aps $200 million, rather than this $527 million, is all that the Post 
Office needs. 

Mr. Ress. I just wanted to get your views. 

The CHatrman. You state on page 3 of your statement that you 
assume that first-class letters should go up 11% cents. 

Mr. Wart. I cited that as an illustration of what would happen if 
all rates were increased by 50 percent over what they were in 1946. 
Later on I say I am not recommending those rates and I certainly 
would not advocate a first-class rate of 414 cents. I put that in for 
an example to show the sunteny of any further increase in the third 
class minimum piece of 114 until something substantial is done on first 
class. 

The Cuarrman. How much do you think the first-class rate should 
be increased ? 

Mr. Wart. I think a 31% cent rate. While it may sound crazy to 
have a half-cent raise on first class, a 314-cent rate would produce 
about $175 million, and that on top of these other increases would 
bring up about $200 million, 

The Tic aariatawe, Are there any other questions? Mr. Porter? 

Mr. Porter. Mr. Chairman, I think the witness has made a fine 
statement and it is worthy of our careful study. However, I am a 
little confused, Mr. Watt, about your position with regard to the in- 
creases being equitable or inequitable. Is it fair to say you believe 
the user should pay for the service he gets? Do you agree with that 
general principle? 

Mr. Warr. After we get the welfare costs out. 

Mr. Porter. Then except so far as Congress may decide that the 
public welfare demands a certain percentage be paid. I take it you do 
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not agree with some of the accounting that has been done by the Post 
Office Department, as you demonstrate here. 

Mr. Warr. The cost-ascertainment report is a fine job of cost ac- 
counting as far as fully allocated costs go. It has been debated many 
times whether it is valid or not as a ratemaking tool, and even Mr. 
Stans has admitted that it is not in itself a ratemaking tool, that it 
needs adjustment for all of these intangible factors. 

The problem we face is how to evaluate these intangible factors 
and how to establish these percentages and put these against fully 
allocated costs when it comes to making rates. 

Mr. Porter. You did hear the testimony yesterday of Mr. Cawley 
about changes in the cost-ascertainment system ? 

Mr. Warr. Yes, sir. 

Mr. Porter. I notice your figures here are based on cost-ascertain- 
ment reports back for a number of years. You do not think those 
changes are important in determining Mr. Stans’ results this year? 

Mr. Warr. You mean these intangible factors? 

Mr. Porter. Mr. Cawley believes that these changes have nothing 
to do with the results of cost ascertainment this year. In other words, 
it was dangerous flexibility, as I recall. 

Mr. Wart. I think the point of dangerous flexibility is the adjust- 
ment of these differential percentages. In order to make a case for 
any specific rate that the Department wants to propose there have 
been recommendations that second class should pay 50 percent of its 
fully allocated cost. We think 25 percent would be more in line. 

We think that Congress over the years has pretty well historicall 
established the value of second-class mail by granting the rates which 
have been in effect, and the whole pattern is in this range of 18 to 20 
percent of second class paying against its fully allocated cost. You 
can say that that is the second-class deficit, or you can say that that 
is recognition of the cultural and educational value of second-class 
mail. However, that level has been historic throughout all the years 
that cost ascertainment has existed. 

Mr. Porrer. It may be that I am mistaken, but it seems to me that 
there is an inconsistency in what you say here on page 4 about making 
increases in each class of mail approximately the same. There seems 
to be two principles here. One is what the traffic will bear, or equity— 
do not raise first. class unless you raise second class—whereas the 
principle at least I operate on is that we should try to find out where 
the costs are and make each user pay his fair share except as Congress 
decides otherwise. 

In other words, it seems to me irrelevant whether these raises are 
proportionate—that is not the point—but whether the traffic will bear 
it or not is a point except insofar as it may destroy the category of 
mail and cause less revenue to come in. We have no evidence on that. 
I take it you have none. 

Mr. Watt. There are so many factors involved in ratemaking. 
Cost of the service is one thing. Ability of customer to pay is 
another, the value of the service, and the time of the service. We 
have a lot of factors involved here other than purely cost ascertain- 
ment. 

Mr. Porrer. What I wanted to get from you is that you do agree 
that we should be looking here to find out what the costs actually are 
and Congress should decide how much of the percentage should be 
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borne by the general taxpayer and how much should be borne by the 
user ? 

Mr. Warr. I think Congress should decide the proportion to be 
borne by the general taxpayer and the user, and after separating out 
the welfare costs I think also that Congress should decide, based on 
careful study, these differential percentages rather than having the 
Post Office Department decide them. 

Mr. Porrer. You are satisfied with the cost ascertainment as the 
basis for ratemaking ? 

Mr. Warr. As a starting point only, because it is a complete cost 
accountant job of fully distributing costs. In the past there have 
been many comments in these hearings about the out-of-pocket cost 
principle as a basis for rates rather than the fully allocated cost. 
You had testimony here previously from Time, Inc., indicating in 
their case that the out-of-pocket cost was about one-half of the fully 
allocated cost. Many publishers previously have testified that out- 
of-pocket cost should be used as a basis for ratemaking in second-class 
mail rather than these fully allocated costs. We wonder whether the 
Post Office Department in coming up with this 50 percent differential 
in second-class mail is not perhaps recognizing the principle of out-of- 
pocket cost, because there are saicatsona in some of these studies that 
perhaps out-of-pocket cost or the additional cost of handling second 
class is only about one-half of these fully allocated costs. 

There have been studies all the wav from $95 million to $140 million, 
and a lot of figures have been used by Price Waterhouse and other 


people. 

Mr. Porter. Are you satisfied with the provision in the bill that 
allows the Postmaster General to make changes in cost ascertainment 
from time to time if the cost ascertainment is going to be a basis for 
ratemaking under this bill? Do you think that is a safe procedure? 

Mr. Warr. Cost ascertainment has gone under refinement from time 
to time. As I mention in my testimony, three of our publications are 
controlled publications. Years ago there was no separation in cost 
ascertainment for the revenue or cost on controlled. Those publica- 
tions under 8 ounces per copy were merged in the figures on third- 
class mail. Those over 8 ounces were merged in the figures on fourth 
class. After much work by the controlled publishers the Department 
did in 1953 I believe for the first time finally break out and show sepa- 
rate totals on controlled publications, revenue, and expense, and the 
difference between the two. That I consider an improvement in cost 
ascertainment. 

Mr. Porter. Perhaps I did not make myself clear. What I was 
trying to find out is whether or not you agree with Mr. Cawley’s testi- 
mony yesterday where he pointed out that there was a dangerous 
flexibility which was reflected in the modification made in the cost 
ascertainment of last year by the Postmaster General, and this bill 
gives the Postmaster Genera] the power to make these changes from 
time to time. They may or may not be improvements. They may 
merely be a way to put into effect his own ideas about what the rates 
ought to be. 

Mr. Wart. I would agree with Mr. Cawley on that. I think it isa 
dangerous principle to permit these outside costs to be added in for 
the purpose of supporting the bill. This item of $157 million of cost 
paid by other Government agencies, never before has been in the cost 
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ascertainment report, and I think it is dangerous to have that added 
in at the whim of the Postmaster General. 

Mr. Porter. Thank you very much. 

The Caatrman. Mr. Rees. 

Mr. Rees. You said that you thought a 314 cent rate was enough 
for first-class mail? 

Mr. Warr. Yes. 

Mr. Rees. Of course there have been increases in the Post Office 
Department because of increases in wages and other benefits even in 
the last year, is that not true? 

Mr. Warr. That is right. I do not know what the wage situation 
has been. I would assume so; yes, sir, but all we have to go on are 
the published figures. 

Mr. Rees. So we do have increased costs even in a year. Last year 
when our legislation was being considered, you said this, and I read 
from the record: 

We feel that a 4-cent first-class letter rate would restore first-class revenue to 
130 percent of cost—the same status it had in 1946. 

Then further along you make your recommendations, and as one 
of the recommendations you say: 

We recommend: 

1. Increase first-class letter rates from 3 cents to 4 cents. This 33-percent 
increase is fair and in proportion to increases already made in second- and third- 
class rates, 

Mr. Wart. That is comparable to what I point out here. 

Mr. Rees. You are down to 314 cents today. 

Mr. Warr. The only reason I cut it from 4 cents to 34% cents is I 
do not think the Government needs the $300 million increase it would 
provide. 

Mr. Rees. So you supported a 4-cent first-class mail rate a year 
ago. 

yo Wart. My thinking on that has been influenced by the Citizens’ 
Advisory Council report because until that came out I had no idea 
that these welfare costs were $390 million. 

Mr. Rezs. That is all. 

The Cuatrman. Are there any other questions ? 

If not, thank you very much, Mr. Watt. 

The next witness is Dr. Charles F. Gosnell, State librarian and 
assistant commissioner for libraries of the State of New York, and 
also a member of the executive board of the American Library Asso- 
ciation, and chairman of the Council of National Library Associa- 
tions. Dr. Gosnell. 


STATEMENT OF DR. CHARLES F. GOSNELL, STATE LIBRARIAN AND 
ASSISTANT COMMISSIONER FOR LIBRARIES, STATE OF NEW 
YORK, ON BEHALF OF THE AMERICAN LIBRARY ASSOCIATION 


Dr. GosneLL. My name is Charles F. Gosnell, and I am the State 
librarian and assistant commissioner for libraries in New York State. 
[ am here representing the American Library Association, being an 
elected member of that organization’s executive board. I am also 
here as chairman of the Council of National Library Associations. 

I have spent many years guiding, advising, and administering to 
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college or university libraries, large or small public libraries, and 
representing the library profession on a State, National, and interna- 
tional level. The American Library Association is a professional 
organization that speaks for over 20,000 librarians, libraries, trustees 
and friends of libraries interested in the development, extension and 
strengthening of our Nation’s library service. 

I can assure the committee that our profession is in general accord 
with the intent of this bill, that is, H. R. 5836, as it stands in relation 
to the increased postal rates for first-, second-, and third-class mail, 
even though the first class increase, in particular, will raise the oper- 
ating expenses of libraries. We are pleased to note that no increase is 
recommended for the library book rate. We are, however, greatly 
disturbed by section 107, which increases by 25 percent the book rate. 

Lt me explain briefly. As you are doubtless aware, the book rate 
refers to books coming into the libraries and the library book rate 
refers to books mailed out by libraries to other libraries and to their 
patrons. 

We are all aware that the postal services were created— 


ee 


to unite more closely the American people, to promote the general welfare, and 
to advance the national economy. 


and further, that throughout the years this service has become— 


a nationwide network of services and facilities for the communication of in- 
telligence, the dissemination of information, the advancement of education and 
culture * * * 

And I certainly endorse those aspects of the policy in the bill. 

Is it any wonder then that we who are bending all of our efforts 
to these same general goals are disturbed when we learn that the 
provision in the postal rates which most nearly meets these stated 
goals is, in essence, breached ? 
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THE LIBRARY BOOK RATE 


Librarians and users of library resources have long been gratified 
by the aid given by Congress to the communication of ideas and in- 
formation by establishing a special postal rate for books and a special 
library book rate within fourth class. Congress has set its responsi- 
bilities well with this enlightened public policy which has materially 
assisted libraries in extending their services by mail. 

Many people make use of the services of their State library agen- 
cies which supply books, digests, pamphlets, periodicals, films, and 
clippings by mail upon request. The library book rate contributes 
greatly to the economical provision of educational materials to rural 
people from local, county and regional libraries as well as State li- 
braries. In addition it saves tremendous amounts in local taxes by 
encouraging interlibrary loan of rare, expensive, and little used re- 
source material among the libraries of this country. 




















THE BOOK RATE 





The present low book rate has served as an equalizing influence in 
the democratic byplay of ideas between urban and rural people in our 
great country. In the urban situation books are almost universally 
available to the individual, but the resident of the vast expanse of 
rural areas has relatively limited access, or none at all to books, and 
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men must depend on the very inexpensive book rate to make 
available through his libraries to him and his family the same ideas 
and resources enjoyed by his counterpart in the city. These ideas, and 
particularly free access to them, is basic to our democratic culture, 
and must be encouraged if this country is to remain the stronghold 
of the free world. 

The importance of the existing book rate can be viewed in another 
way. In. New York State almost 60 percent of our towns cannot 
receive express shipments. By mail, then, books sent to these com- 
munities must go in small packages by post. A 25 percent increase 
in this book rate would tend to abrogate the fundamental provisions 
of the postal service. 


COST OF ADDITIONS TO THE BOOK AND LIBRARY BOOK RATE 


It is my understanding that Mr. Stans, Deputy Postmaster General, 
has stated that section 107 of this bill “will produce no net gain in 
revenues.” Evidently then, the Post Office is not anticipating or 
counting on increased funds, but they do expect a considerable loss 
from the admission of certain additional materials such as educational 
tests, sheet music, academic theses and manuscripts to the book and 
the library book rates. We believe these estimates of the Department 
are far too high. 

A year or so ago this very question came up with the Senate Post 
Office and Civil Service Committee, and the chairman of that com- 
mittee wrote to the American Library Association and a number of 
other organizations concerning the volume of shipments of these 
various materials. 

The American Library Association made a questionnaire survey 
on this point to supplement the information already available from 
the nationwide library statistics collected and published by the United 
States Office of Education. There was a great discrepancy between 
Post Office Department estimates of loss of revenue and estimates 
based on experience, surveys and samplings made by reputable pro- 
fessional groups in this country. 

For instance, the Department estimated a loss of $350,000 if bound 
academic theses were admitted to the library book rate. Based on 
a survey of actual interlibrary loan of these theses by mail, the 
American Library Association estimated the loss at $5,000. That is 
a great discrepancy and I have every reason to believe that our esti- 
mate is accurate in that respect, based on practice which we conduct 
continuously. 

Another glaring overestimation had to do with the removal of the 
geographical limit on the book rate. The Department estimated a 
loss of $950,000, while the American Library Association, basing their 
estimate on a sampling survey and data in the United States Office of 
Education from regular nationwide library statistical surveys show- 
ing that the total number of interlibrary loan shipments is now only 
440,000 per year, suggested a loss of only $65,000. 

Still another estimation had to do with admitting bound volumes 
of periodicals and miscellaneous library materials to the library book 
rate. The Department estimate was a $70,000 loss; the American 
Library Association estimate, based on a survey measuring present 
volume and the extent to which express is now used for these ship- 
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ments, listed the loss at only $55,000. Summarizing these 3 instances, 
the Department estimated a loss of $1,370,000, while practicing librar- 
ians who actually handle these things, estimated the loss at only 
$125,000—an overestimation of approximately $114 million. 

It would seem logical that the Post Office Department might exer- 
cise more care in presenting estimates of this type to the Congress and 
make an effort to utilize existing statistical data such as the library 
statistics surveys of the United States Office of Education. 

There is attached to this statement a summary of the estimates of 
the annual revenue losses from changes in the coverage of the book 
and library book rates made by the American Library Association and 
other organizations. 

The data on cost of books received which the libraries purchase is 
one thing which I have certainly accurate experience with. 

The New York State Library, as with all other libraries, pays the 
postal charges on all books purchased for its collections. Under the 

roposed increase in the book rate, there will be a 25 percent increase 
in these costs to libraries. For our own library this would be approxi- 
mately $500 more annually. This is in postage on incoming books 
which is always added to the price of the books. 

As librarians, with the duty of getting really worthwhile knowledge 
out to people all over the country, we see many discrepancies we cannot 
understand. 

I have here a book which the New York State Library published 
some years ago which is called the New York State Freedom Train 
Book, which reproduces a lot. of historic documents in the New York 
State Library and is certainly of educational and informational value 
within the meaning of the law and the expression of policy. That cost 
us 12 cents to send out to other libraries throughout the State. We 
were the publisher. 

Now we have something like this, which I understand has also 
educational and cultural value. 

Mr. Rees. You mean Esquire? 

Dr. Gosneti. Yes; this pays a far smaller rate, and as librarians 
we just do not understand the discrepancy here. 

Mr. Rees. Some of the rest of us do not seem to either. 

Dr. Gosneti. I do not mean to pick any particular magazine or 
make any invidious comparisons, but I think you are aware of the 
problem that we feel that we have, sir. 


PERMIT SYSTEM FOR THE LIBRARY BOOK RATE 


Section 107 of the bill also contains an administrative provision 
which seems to us both burdensome and unnecessary. The nonprofit 
institutions using the library-book rate for books, films and other 
materials would be required to secure permits from the Post Office 
Department. No such permit is now required for the shipment of 
educational films at the library-book rate under legislation approved by 
this committee and enacted in 1953. We see no reason why the permit 
requirement should now be added. The nonprofit institutions author- 
ized to use the library-book rate are clearly identified by the address 
or the return address on the shipments themselves. Of course all of 
our shipments carry the card up on the corner and the labels on pages 
and everything else clearly indicate that it is a public library. 
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If there should be any use of this rate by persons not authorized to 
use it—and we have not heard of such cases under the 1953 law—the 
Post Office Department should take appropriate legal action. It seems 
unwise to set up a cumbersome system of permits to deal with a prob- 
lem which to our knowledge has not arisen. 


CONCLUSION 


Demands on libraries continue to increase as a result of expanding 
population, the rise in the educational level of our people, and the 
growing complexities of our civilization. To meet the information 
and book needs of people everywhere, with or without libraries, inter- 
library loans or direct loans by mail are becoming an increasingly 
important but costly part of good library service. Most libraries 
want to share their informational resources. They should be en- 
couraged to remain a part of our national network of information. 
The Congress can provide this encouragement by continuing its pres- 
ent book and library book rate policy. So long as the rates on mag- 
azines and newspapers are maintained at a very much lower level 
than the rates on books, we believe the book rate ought not to be in- 
creased above its present level. 

I certainly appreciate the opportunity which you have given me 
to present the views of the American Library Association on this 
bill. It is a gratifying experier*: to appear before a committee which 
has already recognized the educational responsibilities and purposes 
of libraries and will continue to aid them in the dissemination of their 
resources so that our great country will maintain its rightful place in 
the free world. 

(Document, Estimates of Loss of Postal Revenue, is as follows:) 


Estimates of loss of postal revenues under sec. 1 of S. 1292 (as introduced in 
1955) and the changes proposed in sec. 107 of H. R. 5836 (1957) 


1. Sec. 204 (d)—marked educational tests and authors’ manuscripts: 

Estimates prepared by the Conference of State Testing Leaders 

on marked education tests ($88,000) and the Authors’ League 

on authors’ manuscripts . ($250,000) _.-_.--_-_.._-__---._-- Le $338, 000 
2. See. 204 (d)—printed music and unused educational tests: Esti- 

mates on Music Educators National Conference on sheet music 

presented in the House hearings ($420,000) and of the State 

Tiesting Leaders Conference on unused educational tests 

CRO oh ci ss sn cca niece tide a Saad aaa eee 545, 000 
3. Sec. 204 (e)—admitting bound academic theses to the library 

book rate: Estimate of the American Library Association based 

on a survey of the volume of interlibrary loans of academic theses 

and the fact that over 95 percent of interlibrary loans of theses 

are now shinped: Wy: CPC OUR sis ~ssis ikicsinigic wih miiiitninbsin Hainsnintbtiadaibags 5, 000 
4. Sec. 204 (e)—admitting bound volumes of periodicals and miscella- 

neous library materials to the library book rate: American Li- 

brary Association estimate based on a survey measuring present 

volume and the extent to which express is now used for these 

WII D 5 is 5 ceeiprittentes tense taecrinaencianihelenadedembeeiten aeiiinling 55, 000 
5.. See. 204 (e)——removal of the geographical limit on the book rate: 

American Library Association estimate based on sample survey 

plus U. S. Office of Education data from regular nationwide 

library statistical surveys showing that the total number of inter- 

library loan shipments is now only about 440,000 per year (in- 

cluding loans within the present geographical limit and academic 

theses, already counted above)—300,000 shipments a loss of 22 

CON I CI i steintirctinnitets fie ccthiverainidiliaserinedadgalige masts 65, 000 
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The Cuarrman. Thank you, sir. 

Do you think the proposed increases on first-, second-, and third- 
class mail are fair? 

Mr. Gosnetu. I hava no detailed knowledge of the basis on which 
they are worked out. Speaking as an ordinary citizen I would say 
that the increases in the first-class mail certainly are reasonable and 
in line with general price increases and in line with the increased costs 
in the Post Office. I have my doubts about the second-class mail. 
I understand that those rates are based on legislation in 1879 and I 
think there has been less than a 50-percent increase in those rates 
since 1879. I may be wrong in that, but that is my impression. It 
would certainly seem that costs in that area have gone up and every- 
thing else in connection with the production of material for second- 
class distribution certainly has gone up. 

The subscriber rates and the advertising rates are far higher than 
they were in 1879. 

The Caatrman. How about third class? 

Dr. Gosnetu. Third class I have no knowledge of. We do not use 
that to any great extent. 

The Cuarrman. Are there any questions? 

Thank you very much, Doctor Gosnell. 

The next witness is Mr. Edwin Hughes of the National Music 
Council. Mr. Hughes. 


STATEMENT OF EDWIN HUGHES, EXECUTIVE SECRETARY OF THE 
NATIONAL MUSIC COUNCIL, NEW YORK, N. Y. 


Mr. Hueues. I want to thank you, Mr. Chairman, and members of 
the committee, for allowing me the permission to appear and make a 
statement at this hearing. 

My name is Edwin Hughes. I am the executive secretary of the 
National Music Council, with headquarters at 117 East 79th Street, 
New York City. The National Music Council is a nonprofit member- 
ship corporation, incorporated in 1940 under the laws of the State of 
New York. 

During the last session of Congress, the council was granted a 
congressional charter and is now the only active musical organization 
to hold such a charter. I present herewith a statement from Presi- 
dent Eisenhower which he made at the signing of Public Law 873 
granting the charter. 

(The document is as follows :) 


{From Murray Snyder, Assistant Press Secretary to the President, August 1, 1956] 
THE WHITE House 
STATEMENT BY THE PRESIDENT 


In approving the bill (H. R. 8110) to incorporate the National Music Council, 
I wish to salute musicians and the important part they play in the life of our 
people. American music has brought us pleasurable distinction at home and 
abroad. 

Congress has charatered the National Music Council because of its important 
and effective role as a central body representing virtually all of the major 
voluntary musical organizations in our country. Its members include symphony 
orchestras, songwriters, choruses, educational associations, publishers, labor 
unions, music clubs, and others. Thus the National Music Council is truly 
representative of the American way of life, in which music can flourish as it 
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should in a free, democratic society, as a voluntary activity under the nourish- 
ment and control of private citizens. 

Millions of Americans are engaged in the creation, performance, and active 
appreciation of music. Indeed, it is a rare day when any one of us does not 
hear some form of music; it is hard to imagine our lives without it. The enjoy- 
ment of music—speaking for myself, at least—has a moral and spiritual value 
which is unique and powerful. It reaches easily and quickly across lingual, 
racial, and national barriers. The development of American music, and the 
native development of any art, is therefore the development of a national 
treasure. 

Mr. Hueues. The National Music Council is made up of 47 nation- 
ally active musical organizations, including such important groups as 
the Music Teachers National Association, Music Educators National 
Conference, American Symphony Orchestra League, National Asso- 
ciation of Schools of Music, American Guild of Organists; National 
Federation of Music Clubs, American String Teachers Association, 
Hymn Society of America, National Guild of Piano Teachers, and 
many others. The combined membership of all our member organiza- 
tionse is about 900,000. In speaking for the National Music Council, 
therefore, I am speaking for practically every element which goes to 
make up musical activity in our country, whether educational, cultural, 
or religious. 

I appreciate this opportunity to appear before the committee today 
to,express the sincere appreciation of the National Music Council and 
its member organizations for the inclusion in H. R. 5836 and H. R. 
5839 of section 107, which provides for book rate for sheet music and 
for music manuscripts. Favorable action by this committee on sec- 
tion 107 would eliminate an inequity which has long existed in the 
postal-rate structure. It has been possible in the past to send bound 
collections of music through the mails at book rate, while sheet music 
of identical or similar nature, of equal importance educationally or 
culturally, or of equal importance in worship, has been penalized in 
that it has had to be mailed at regular, aan parcel-post rates. 

Section 107 would make it possible for all music educators, church 
musicians, performing artists, and others in every part of the coun- 
try to have equal access to these materials at favorable rates. The 
resultant savings to educational institutions, churches, students, and 
teachers would be of genuine importance in broadening our musical 
activities and appreciation. 

At the January 1954 general meeting of the National Music Council, 
this entire matter was brought up and given serious consideration. 
As a result, the following resolution was unanimously passed : 

That the National Music Council go on. record as opposed to any adverse 


discrimination against music by rates of the United States Post Office, for in- 
stance, in the rates of parcel-post shipments of music as against the rates for 


books. 

A biography of John Philip Sousa, weighing 12 ounces, may be 
mailed at book rate for 8 cents. A magazine containing, among other 
contents, an article on Sousa and examples of his musical works may 
be mailed anywhere in the United States for substantially less. Should 
a school orchestra, however, desire to play the Stars and Stripes For- 
ever, they would have to pay postal charges of from 18 to 32 cents 
for the parts, depending on zone. The parts are the violins, cellos, 
the clarinets, the trumpets, and so forth that go to make up the score 
of an orchestra. 
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On the other hand, if I sent a biography of Bernard Shaw through 
the mails, I could also send one of his plays at the same rate. This: 
certainly, to my mind, represents discrimination against music on 
the part of existing postal rates. 

I must state my regret that it has been felt necessary in this bill 
to increase book rate by 2 cents on the first pound and 1 cent on each 
additional pound. I have been told that this increase is due to the 
estimated loss of revenue which the Post Office Department antici- 
pates will result from the inclusion in the book rate of the various 
educational materials mentioned in section 107. Music, I believe, will 
constitute one of the largest educational items carried in terms of 
the quantity which is carried through the mails. However, in a 
survey made in 1954 by the Music Publishers’ Association of the 
United States, it was established that the loss of revenue to the Post 
Office Department would not be more than $400,000 per year because 
of the reclassification of sheet music from parcel-post rates to book 
rate. 

If this loss of revenue on the mailing of sheet music is one of the 
major losses of income which will result from the passage of section 
107, then I respectfully suggest that the loss will not be great and 
that the increase in book rate is not truly necessary for the purpose 
of recouping the expected losses. 

May t thank you again for the opportunity to appear before you 
to make this statement and for your interest in music and in eliminat- 
ne ea, inequity concerning postal rates on sheet music. 

he CuHarrman. Are there any questions of the witness ? 


Tf there are no questions, thank you very much, Mr. Hughes. 


Mr. Hueues. Thank you. 
The Cuarrman. The next witness is Mr. Arthur P. Lawler, vice 
president of Street & Smith Publications, New York City. 


STATEMENT OF ARTHUR P. LAWLER, VICE PRESIDENT AND SECRE- 
TARY OF STREET & SMITH PUBLICATIONS, INC., NEW YORK, 
N. Y. : 


Mr. Lawter. Mr. Chairman, I have a statement which I would like 
to read. 

The CuarrMan. Very well, sir. 

Mr. Lawter. My name is Arthur P. Lawler, and I am vice president 
and secretary of Street & Smith Publications, Inc. The company pub- 
lishes at the present time 11 magazines: 2 of which, MademoiseHe.and 
Charm, are in the fashion field ; Living for Young Homemakers, which 
is in the medium-priced home and furnishing field ; 3 sports books; 3 
magazines in the field of aviation and modeling; and 2 in the science 
field, 1 of which is directed toward stimulating the interest of high- 
schoo] students in various fields of chemistry, mathematics, physics, 
biology, and related subjects. The combined annual circulation is 
about 32 million copies. 

The company has just celebrated its 101st birthday and is perhaps 
better qualified than any other publisher to testify as to the hazards 
of publishing. There are many who think publishing is a. steady, 
high-income business, but let me be the first to disillusion them. 
Public taste changes quickly. For no apparent reason, magazines 
grow old and die. All publishers are faced with the problem of 
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ena replacing old literary properties, either in related or new 
fields. 

For example: Street & Smith was once known as the fiction factory 
because of the tremendous number of pulps it published—Horatio 
Alger, the Merriwell series, Diamond Dick, Buffalo Bill, Detective 
Story, and hundreds of others. In less than 40 years we have ceased 
publishing—except for one magazine—in the fiction field entirely. — 

The reason for this background is to emphasize the ever-changing 
nature of publishing. In the last 10 years, as we have diversified our 
publications, the net income before taxes of the company has averaged 
about $400,000. But, in that 10-year period, we had 2 years of severe 
losses as the changeover took place, and we are currently engaged in 
improving and expanding our publications in order to compete with 
television which is seeking an ever-increasing part of the advertising 
oxpenit anes of our clients. 

Juring the same 10-year period our labor costs have gone up 56 
percent, the cost of printing.18. percent, and the paper prices have 
increased 40 percent. Some,of these increases we and other publishers 
have been able to offset. to a degree. 

For example: Publishers have conducted extensive research in con- 
junction with the paper companies with the result that publishers now 
use lighter weight papers and have shifted from sheets to roll stock. 
In the manufacturing end, large expenditures have been made for new 
equipment, looking toward faster and less expensive printing. Ful- 
fillment operations have been mechanized to cut down on personnel 
and costs. 

If other rates have gone up, why should not postal rates? First, 
they have gone up at. least 30 percent in the last 10 years. Secondly, 
we are dealing with a monopoly. 

In all other categories hens expenses we can seek alternate sources 
of supplies and new methods to combat increased costs. Our sup- 
pliers in the face of competition cannot price themselves out of the 
market. ‘The Post Office no competitor—we must deal with it if 
we are to distribute our publications—and policy decisions it makes 
on bases other than pure business are reflected in its costs. 

Thirdly, we feel, with the Postmaster General, that there are many 
public-welfare elements included in its costs that should not be 
reflected in its rates, 

Fourthly, we feel that, like any other organization, the Post Office 
should institute all possible economies before seeking large rate 
increases, 

Fifthly, we feel that increases, if any, should fall on those users who 
cost the most to handle and transport. 

Let us examine Street & Smith Publications, Inc., from this last 
point of view, on the basis of the latest available fi s—the cost- 
ascertainment report for 1955. We have limited our study to 
Mademoiselle, Charm, and Living for Young Homemakers, since they 
have the largest circulations and are the prime users of the mail. 

The total cost allocated to second-class mail in 1955 was reported as 
$298,700,000. From the subsequent tables in the cost-ascertainment 
report it is difficult to see how this figure was obtained, unless it 
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excluded general overhead. To be fair we have added this item in 
and arrive at a total cost as follows: 


en see Seer BON VNCR sa oo ete et otk eeoseb $245, 820, 703 
aene cE a ee oa a ea 54, 116, 701 
Ciniento etc. Bho Ga saci ht cin ct le tiiniontinns batemninnht. 47, 787 
CARD COO BEI CR iil ce edn mo sere epee onmniommciont met 3, 608, 099 
I a arse cere dieein ce abimninmseniiesprinieipeneeeradmsn tan 274 

eta ns CE Sa UU ena 308, 593, 564 


Let us take up the first item under “Initial and terminal service”: 
Mail handling and window service—amount, $47,955,604; per copy 
cost, 0.5860 cent. ; 

This account covers mainly the salaries and travel of clerks in first-, 
second-, and third-class post offices, plus expenses for contract stations 
and fourth-class offices. 

In essence, these are the costs for handling and sorting the mail and 
for general services to the public at post offices. As to the post office 
of origination, the expenses incurred by Street & Smith are practically 
nil. Over 80 percent of our publications are loaded aboard railway 
storage cars at the plant in bags and never even go through the 
original post office. They are not even weighed, as the publisher 
certifies the weight. If there are sufficient copies, city bags are used, 
but even if they are put in State bags the copies inside are bundled 
by cities. 

‘To the extent that information is available from our records, 30 per- 
cent of all second-class copies are zoned by us. It is obvious that the 
only function performed by the post office is to sort the city bundles 
at. gateways—if they occur—sort or break up zoned handles at the 
last point and deliver the copies by carrier to the home. 

Mr. Rees. What do you mean by “gateways” ? 

Mr. Lawter. You have certain gateway points to which copies are 
shipped. Albany is a gateway point in which mail is broken up for 
Maine, New York, and for various points of Massachusetts. If the 
bundles come there they must be broken and sorted there for the 
various divisions that they are going into. 

Mr. Ress. That is the gateway to a certain area. 

Mr. Lawter. It can bea gateway to two areas. 

Mr. Rees. How many gateways do you have? 

Mr. Lawter. We have 12 entry points in the United States. 

Mr. Rees. What you are saying is that the Post Office Department 
does not have anything to do with delivering Madamoiselle, Charm, 
and the rest of them after they get to the gateway ? 

Mr. Lawter. That is correct, or to the post office of final destina- 
tion in many cases, 

Mr. Rees. And from there on the Department delivers your maga- 
zines for you wherever they go in that area. Is that what you are 
talking about ? 

Mr. Lawter. That is correct. 

Because we publish monthly magazines and not weeklies, we do 
not demand red-tag expedited service. On the basis of experience, 
Street & Smith allows 5 days from the time the bag reaches a breakup 
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city for final delivery to the home. Slack hours in the post office can 
obviously be utilized to handle our publications, and Deputy Post- 
master General Stans has testified that this is what is done. 

In the last year’s hearings reference was made to a Post Office memo- 
randum of August 7, 1953, which stated that eight separate handlings 
were required by second-class mail. If this be true, our requirements 
are demamatrebty much less—at the most 3—and it seems logical to 
reduce this group of accounts by at least 50 percent. 

Street & Smith sought the aid of Ernst & Ernst, an accounting 
firm, in this study, and their conclusion is as follows: 

For this study a reduction of 50 percent has been made. This reduction, 
while a judgment factor, has considerable support in that relatively few second- 
class publications have sufficient bulk mailings to justify the extra cost of pri- 
mary sortation, bagging, and delivery direct to railroad cars within their own 
organization. 

The second item under “Initial and terminal service” is mail messen- 
ger and mail handling service in transit—amount, $25,865.191; per 
copy cost, 0.3161 cent. 

he same factors outlined above apply to this account. Most of 
our copies are transported in city bags, requiring no handling in tran- 
sit. As a matter of fact, they are not even transported in railway 
mail cars, but in railway storage cars. Once again, this account is 
overstated by at least 50 percent as far as our company is concerned. 

The next items under “Initial and terminal service” are “Salaries 
and transit, city delivery carriers—amount, $70,120,413 ; per copy cost, 
0.8568 cent”; “Salaries and transit, rural carriers—amount, $57,612,- 
666; per copy cost, 0.7040 cent.” 

These accounts need major adjustments if the. Postmaster General 
seeks to apply average second-class allocations to Street & Smith. In 
its study the Post Office estimated that 40 percent of all second-class 
mail is eventually handled on rural routes. An actual analysis of our 
publications was made that shows only 8 percent are destined for 
rural delivery and this account is, therefore, overstated by some 80 
percent. 

On the other hand, the city delivery account for Street & Smith is 
understated in the averages, since 92 percent of its copies are delivered 
through this medium, rather than the average of 60 percent for all 
second-class publications. This account must be adjusted upward 
53.35 percent. 

Since the average cost per copy of making a rural delivery is about 
23 percent higher than the average cost for urban delivery, the overall 
average unit cost for our publications should be reduced by 0.1061 
cent per copy. 

The other accounts under “Initial and terminal service” are for 
buildings, custodial services, shops, and general postal-supply services. 
No attempt has been made to do.any allocation in this area, since we 
do not have the data available. No attempt was made to reduce these 
costs to Street & Smith. 


89778—57 38 
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In summary, the costs of Street & Smith in this category appear 
to be as follows: 
Initial and terminal service 





Neen nn nr SaUeenr ar eueceeienioce ar Sensmoeener anaes $245, 820, 703 
Centa 

Cogs: per Copiiiccs take Oe 3. 0038 
50 percent mail handling and window service___-__--__-_---- . 2980 

50 percent mail handling in transit-.._...._.......---_- ices . 1581 
Adjustment, rural transit and carriers____.....-- pussies . 5632 
Adjustment, city delivery and carriers____-.-_---------~-- i (. 4571) 
PEt CUOMO oat A se BU eS . 5572 

we RE eet 298 Di ee abl 2. 4466 
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The next important category is “Transportation,” which the cost- 
ascertainment report states as follows: ffeansportation: $54,116,701 ; 
cost per copy, 0.6613 cent.” 

In connection with this account, expenses are allocated to second 
class on the basis of an average haul of 509 miles for nonlocal mail. 
Street & Smith uses 12 entry points, and nearly 90 percent of our pub- 
lications are destined for zones 1 and 2. In the study we used the 
outside limits for every zone and computed our average haul based 
on an actual analysis of our subscription list. For example, a non- 
local copy put.in the Albany post office was assumed to be routed 150 
miles, which is the limit of zones 1 and 2, although it is obvious that 
many copies were destined for satellite points just beyond the city 
limits. 

However, using these assumptions, which are most favorable to the 
Post Office Department, our average haul is 327 miles, or 34.8 percent 
lower than the overall average. As far as we know, the basic cost to 
the Post Office of railroad transportation stripped of all its re- 
finements is based on a linear foot car-mile. It is, therefore, reason- 
able to assume our publications cost'less to transport than the average 
because of the differential in mileage. However, two other elements 
can affect these calculations. The first is the method of shipping. Ob- 
viously, loosely packed pamphlets or loose or rolled magazines occupy 
more linear space than those that are packed more tightly. Conse- 
quently, our publications are individually wrapped and shipped flat. 
This = the most efficient method from a space point of view that is 

ossible. 

5 The other element is the weight per cubic foot of the publications. 
The Post Office receives more postage from a heavier unit and it occu- 
pies space for that postage in ratio to its density. The average weight 
per cubic foot for second-class publications is 28 pounds, according 
to the cost-ascertainment report. The 3 Street & Smith publications, 
because of the heavy CNten paper used in efficient packing, weigh 
about 62 pounds per cubic foot. No credit has been taken for these 
latter two factors. 
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GENERAL 


If we add up all the remaining accounts for general overhead, 
claims, registered mail, et cetera, the amount comes out to 0.0447 cent 
per copy. No adjustment in favor of Street & Smith or against Street 
& Smith has been made in these accounts. 

The second-class-postage bill of Street & Smith in 1955 for the 3 
magazines involved was $244,300. This comes out to an average of 
2.3122 cents per copy. ; 

In summary, therefore, we get the following results after the ad- 
justments discussed : 








Account : Per copy cost 
Initial and: terminal] i4c.c ose tb sikh ctintinins tio. 2. 4466 
By! i ee oe a | 4232 
CIE oo occenin cs dvisscpntirensen se napisnsiptin nedecaipeaniveimantanmadintigaanetaia anemone meaoneeee 0447 

Wutal  eeetisssis i ei a a es Se oe 2. 9145 
Postage paid by Street & Smith.._._._.._--..---~+-~--.---..- -+--- 2, 3122 
NE COR CO ca ccscin cents en canine A a aa . 6023 


Thus, on a straight cost-accounting basis, Street & Smith pays sec- 
ond-class postage that comes within six-tenths of a cent per copy of 
the fully allocated Post Office costs. 

It is not necessary to set forth in detail the various elements that the 
courts and official ratemaking bodies have decided are germane to the 
establishment of rates. The Postmaster General called together repre- 
sentatives of all its operations bureaus, and this group decided that the 
priority or deferment given the handling of the various classes of 
mail, the value of the service, and other applicable factors required 
a reduction in fully allocated costs of 50 percent as a fair basis for 
postage-rate proposals. 

Let us take this 50-percent reduction established by the Post. Office 
Department and see whether Street & Smith is paying its way: 








Cents 
ANCEITBINCT, COSE POP CODY none ince nnsscn acne dbleint bie 2. 9145 
I OD URC ie ox wins nc atesciciven es aeons cones teen mnpeainl eens ae 1. 4572 
Rate-betls c0e¢....8ccese es Ae ees eee 1. 4573 
Average postage paid by Street & Smith__....-__-_--____---__- 2. 3122 
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The proposed bills, H. R. 5836 and H. R. 5839, would raise rates 
60 percent above the present rates wader which the Post Office would 
seem to be making a profit on our publications. 

Our total second-class-postage bill in 1955 was about $310,000, so 
the proposed rates would increase our costs about $186,000. This rep- 
resents 46.5 percent of our average yearly profit before taxes over the 
past 10 years. 

As heavy users of first- and third-class mail, we must keep in mind 
the proposed increases in these rates as part of the general postage 
picture of our company. 

There has been much glib talk from people that all we have to do 
to offset increased postal costs is to raise the cover prices of our maga- 
zines, or raise our advertising rates, or both. 
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First, the raising of cover prices is a difficult problem. There are 
certain price levels that have been established in the mind of the 
buying public for years, and one must move from one to the next 
higher level. For example: The next step beyond a 25-cent cover price 
is 35 cents, not 30 cents. The reason for setting these levels is that 
the increase must be shared with the wholesaler and retailer, so it must 
return enough to the publisher to offset the inevitable losses on news- 
stand sales. It has been publishers’ experience that a raise from 25 
cents to 35 cents causes immediately a drop of about 13 percent in 
sales which may take 2 years or more to recoup. For us to raise our 
magazines to 50 cents might well cost us so many sales as to imperil 
our advertising guaranty. 

The suggestion to raise advertising rates may be practical for those 
who have advertising in certain fields, but it is not practical in many 
others. We are enjoying prosperous times as a whole, but many 
industries are showing declining profits. Our advertisers are small 
and numerous. For example: The average advertising budget for a 
women’s apparel manufacturer is under $24,000 a year. They are 
for the most part small-business men who cannot arbitrarily raise 
their own prices to the consumer without pricing themselves out of 
their most important asset—the price range market with which they 
are identified. The characteristics of the textile and apparel field 
are often overlooked. It ranks first in the number of ddlablishrients 
among all major industry groups. It ranks first in numbers of em- 
ployees, but ninth in dollar sales. Although its dollar sales are four 
times the sales of the tobacco industry, its advertising expenditures 
are one-third, representing only 0.4 percent of sales total. It is truly 
a business of small independents, but it is the mainstay of the fashion 
publications. 

Can we keep raising advertisting rates for this group? In Febru- 
ary of this year we raised our rates about 7 percent, and what was the 
result? Our advertising pages dropped about 6.8 percent, so dollar- 
wise we are even with last year. Increased rates resulted in a corre- 
sponding decrease in space. 

Thank you, gentlemen. 

The CHatrmMan. Are there any questions? 

Mr. Rees. 

Mr. Rees. What is your position after having read this long state- 
ment, with respect to first-class rates ? 

Mr. Lawter. I think it all comes into the general picture, Mr. Rees. 
I think all is part of the general picture. 

Mr. Rees. Suppose it is. As you sit there now and we are over here 
trying to deal with this problem, what do you say the first-class rates 
should be? As a businessman and a man who seems to have given 
this problem a lot of study what do you say about it? Mr. Watt 
testified he thought it ought to be 314 cents, and costs have been more 
than last year when he thought it ought to be 4 cents. What is your 
position? I just want your recommendations on rates for first class. 

Mr. Law ter. I do not know what it should be, Mr. Rees. 

Mr. Rees. You have no position on first-class rates ? 

Mr. Lawier. You mean should it go up? I think it should; yes. 
How much, I do not know. I think the first-class rates should be 
raised. I agree it should go up. It is the extent to which it should 
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go up that I cannot give an answer on because I do not have the facts 
and figures. I think the first-class rate should be raised. 

Mr. Rees. What is your recommendation on second-class rates? 

Mr. Law er. On our figures here we are more than paying cur way. 

Mr. Rees. You do not want to increase second class at all? 

Mr. Lawter. On what magazine? 

Mr. Regs. On the magazines you publish. 

Mr. Lawter. On the particular magazines here I do not see how 
they can ask for an increase when they are making a profit. 

Mr. Rees. What would you say, generally ? 

Mr. Lawter. I say there will have to be classifications in second- 
class mail to determine which magazines are paying their way and 
which are not, and if the others are not paying their way it should 
be raised for them, or it may be determined that in the public-welfare 
interest they should be carried at lower rates. 

Mr. Rees. If it is all public welfare we better deliver them free. 

Mademoiselle is one of your magazines. How much does that 
weigh / 

Mr. Lawier. About a pound a copy. 

Mr. Rees. And after they get into these zones or areas where after 
you deliver them 

Mr. Lawter. We deliver them by railroad. 

Mr. Rees. You do that on your own in order to get quick delivery ? 

Mr. Lawurr. No. 

Mr. Rees. And cheaper rates. 

Mr. Lawier. Cheaper rates. 

Mr. Rees. However, they go several miles after they get inside that 
area. 

Mr. Lawtrr. That is correct. 

Mr. Rees. How much does it cost your company to deliver Made- 
moiselle magazine to somebody over on State Street in Pittsburgh, 
Pa., or somewhere in Denver? How much does it cost your publishing 
company per copy to deliver that magazine ¢ 

Mr. Lawter. I am not trying to duck your question. I am trying 
to answer this. If you want me to give you a comparison—— 

Mr. Rees. No; I just want to know how much the average cost of 
delivering that magazine is. 

Mr. Lawter. To a point, what is our postage? 

Mr. Regs. Wherever that mail carrier takes it. It would be less 
than 3 cents? 

Mr. Lawter. Yes, sir; plus our transportation costs for railroad. 

Mr. Rees. That is separate. I am talking about what the Govern- 
ment does here. The Government takes that magazine and delivers it 
anywhere within that area for less than 3 cents a copy. 

Mr. Lawter. Yes, sir. 

Mr. Rees. How much do you charge for the copy ? 

Mr. Lawuer. Thirty-five cents. You must realize that is not the 
price to us. That is the price to the consumer. We get 25 cents. Ten 
cents goes to the wholesaler and retailer. 

Mr. Rees. Even with respect to these that go through the mail? 

Mr. Lawter. I am sorry. You are talking about the subscription 
copies. We get the full amount. 
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Mr. Rees. You get a quarter from every magazine bought on the 
stand. But you get 35 cents for it, less 3 cents when going through 
the mail, is that right ? 

Mr. Lawter. No. Our subscription rates are not that high; $4.20 
would be the rate if it was 12 times 35 cents. 

Mr. Rees. After giving us all this summation of your views, and 
just getting down to brass tacks, is it not pretty inexpensive service 
to deliver that magazine? After all, whatever is done, there is hand- 
work and footwork to deliver it. Do you not think that is pretty 
inexpensive? Just between you and me. 

Mr. Lawter. No, I do not. 

Mr. Rees. To take that magazine after it goes to its place of des- 
tination, goes to the post office, then is pitched around and this fellow 
puts on his back or carries it in the bag and delivers it a mile or two 
from the office to the individual that you expect to have that paper, 
do you not think that is rather mexpensive ? 

Mr. Lawter. No, sir; I do not. 

Mr. Rees. You do not? 

Mr. Lawter. No, sir; not as a part of an overall economic picture; 
no. Three cents sound like very little, but when you multiply it by 
millions of copies it is a very substantial item. 

Mr. Rees. That applies to a lot of other things. 

Mr. Lawter. The others we have been able to do a good deal about. 
Our manufacturing costs are just about at the 1950 level at present. 

Mr. Rees. I will go back to my stock question which Mr. Watt 
called attention to, and that is: Approximately what is the percentage 
cost of postage of your total operation ? 

Mr. Lawter. About 4 percent for us. It would be higher if we did 
not use the railroads. I made a comparison. 

Mr. Rees. Your whole postage bill is only about 4 percent of total 
cost ¢ 

Mr. Lawter. Yes, sir. I made a comparison of what it would cost 
to send a hundred copies of Mademoiselle from Dayton to Seattle by 
railroad and postage, and it is appreciably higher by postage, sir. 

Mr. Rees. Then ship it by freight. 

Mr. Lawter. We ship it by freight to Seattle. 

Mr. Rees. You mean it is higher to go through the Post Office De- 
partment than it is shipping by freight ? 

Mr. Lawter. It is x same for us to ship by freight from Dayton, 
Ohio, and put it in the post office in Seattle than it is to put it in the 
post office in Dayton. It is appreciably cheaper. 

Mr. Rees. The thing that disturbs me about this whole matter is 
this: You and Mr. Watt and other large mail users are businessmen 
of wide experience dealing with a matter here that is of importance 
to the people of this country. 

Mr. Lawter. It certainly is. 

Mr. Rees. We have a deficit of several hundred million dollars. I 
had hoped that men like you would come before this committee and 
give us a little lift to help us work out a program here. I am think- 
ing about the taxpayer. 

Mr. Watt said that the Congress writes the check. If it does, it is 
written against the taxpayers of this country. I thought that perhaps 
the people who publish the magazines would be willing to pay a little 








READJUSTMENT OF POSTAL RATES 593 


bit larger share of this cost than they are paying at the present time. 

Giving you all due credit for the wonderful magazines you publish, 
and Mr. Watt publishes, and others, even so I just had hoped—and 
I feel a little disappointed—that men like you would be willing to 
come in here and say, “Well, after all, there have been increases in 
the Post Office Department across the board.” It costs more to oper- 
ate now than it did in 1948, or, as someone said, in 1879. 

The Post Office pays for more employment, transportation, and a 
lot of other things. I had hoped, and I am disappointed, that you 
would come along and say, “Well, after all, this is rather inexpensive 
for us compared with our other costs. Weare willing to go ahead and 
give youa fi ft in paying a part of this cost.” 

Yet you sit there now and do not even go along on first-class mail. 
Mr. Watt finally gave us a little lift on first class, but you have not 
even done that. 

Mr. Lawter. May I say one thing? 

Mr. Rees. I am just disappointed in you both in that respect. 

Mr. Law ter. First of all, I think if we start at the beginning we 
may find out where you and I disagree. 

No. 1, the cost-ascertainment report is a distribution of expenses 
which are assumed to be correct. Let us assume that there are some 
economies possible in the Post Office Department, which I think you 
will agree are possible, and certainly the Postmaster General agrees. 
If from that stage you then start to take these costs you would come 
out with much diffusion. This 50-percent allocation that the people 
are talking about is not a benefit to the second-class mail. It is a 
fair estimate of what the rate should be, which means that the total 
cost, Mr. Rees, will have to go in other classes of mail where the 
costs are involved. 

Mr. Rees. Second-class mail, of course, I do not expect to—— 

Mr. Lawter. It is paying its way. 

Mr. Rees. There is a big deficit in the Post Office Department. 
Mr. Watt indicated that there were some sacred cows involved. I 
do not think that counts much. I would like to have you tell us who 
the sacred cows are. We would like to know. We would be very 
glad to have your suggestions as to where we can improve the postal 
service, where you think it ought to be improved, how to save money, 
and so forth. 

There is several hundred million dollars difference between what 
we take in and pay out. 

Mr. Lawter. I agree with you. 

Mr. Rees. That is one case of the so-called ascertainment report 
you are talking about. 

Mr. Lawter. You are not talking about sacred cows, but where 
money can be saved. It is very obvious the Post Office Department 
does not have the ability to buy transportation as it wishes. There 
are certain limitations on the employment of highway post offices, 
of railroad facilities available between the points. You could not 
consolidate rural routes unless the holder of the rural route dies or is 
fired for incompetence. 

The Post Office Department in 1954 spent 1 percent of its total 
transportation for trucks, where industry as a whole spent 25.5 
percent. 


' 
{ 





594 READJUSTMENT OF POSTAL RATES 


I believe that there are economies that could be put into the Post 
Office Department. If you take those economies and also remove those 
elements which we all agree are there, of public welfare, you then come 
down to some basic figure which is reasonable to assume that the users 
of the mail could pay. 

Mr. Creperserc. Mr. Chairman. 

The Cuarrman. Mr. Cederberg. 

Mr. Ceprerserc. How much did you spend for rail transportation 
last year outside the Post Office ? 

Mr. Lawter. Idonotknow. Ican get you that figure. 

Mr. Ceperserc. How much did you spend for trucks ? 

Mr. Lawter. Idonotknow. I could get both figures for you. 

Mr. CreperserG. Did you spend more for rail transportation than 
you did for trucks ? 

Mr. Lawter. Yes; because of the nature of our business, sir. 

Mr. Ceperserc. We have that same kind of nature. 

Mr. Lawter. You have short haul and long haul. We have very 
little short haul. 

Mr. Creperserc. We have a particular problem there, too. You 
cannot compare it with all of industry. 

Mr. Lawter. I agree, but I think the disparity between percentages 
is very high and I think the Post Office Department itself has ad- 
mitted that it is experimenting with trucks which can save appreciable 
costs. 

Mr. Ceperserc. It is. 

The Cuarrman. Any other questions? Mr. Porter. 

Mr. Porter. Mr. Lawler, you are very much concerned with costs 
here and I take it you agree that the particular users of the mail ought 
to pay their way. You agree with that general principle? 

Mr. Lawtrr. If the cost does not price them out of the market; yes. 

Mr. Porter. And except as Congress may decide that certain public 
welfare costs should be in there. I take it also that you believe that 
your feelings or Mr. Rees’ feelings should not have much to do with it. 
In other words, you are not here to pledge your industry or your own 

ublication to making any payments over and above your fair share 
just because the Government needs the money. 

Mr. Lawter. That is correct, sir. 

Mr. Porter. You said you thought that first-class mail should have 
some increases. You would agree that that ought to be on the same 
basis as other classes, namely, in terms of its cost. 

Mr. Lawtrr. That is correct. 

Mr. Porter. And whatever it needs, that in first-class mail ought to 
have some sort of general welfare percentage which would be up to 
Congress to decide, just as in the case of second-class mail. 

Have you attempted, or anyone connected with your organization 
attempted, to draft any legislation that would embody the various 
provisions that you have in here about why you should have allow- 
ances? You do say you save the Post Office money in some ways and 
do not go as far as to say what the average is and how much higher 
you pay. Have you ever attempted to have that drafted into legis- 
lation ? 

Mr. Lawier. We never have, Mr. Porter. This study as begun 
about a month ago and obviously has ramifications. You have to still 
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deal in general classes. This is a thing for an individual publisher. 

Mr. Porrer. There are other publishers who also have come before 
us recently and said that they package and send it out and that there- 
fore they do not have the handling of the individual copies and that 
they save the Post Office money and that they are charged the same. 
If we are going to follow the principle that the user ought to pay for 
the service he gets, then some provision ought to be made for you, and 
Tam just wonnke ring if it can be so drafted into this act. 

Mr. Lawter. I would think that there could be subdivisions of sec- 
ond class. However, what you may end up with is putting so much 
cost on the other publication that you are going to price them out of the 
market. 

Mr. Rees. Will the gentleman yield ? 

Mr. Porrer. Yes. 

Mr. Rees. You mean that there ought to be a different classification 
of large magazines against small ones ? 

Mr. Lawter. Not large. 

Mr. Rees. Your magazine. 

Mr. Lawuer. On the characteristics which are the cost bases for the 
post office services. Ifa certain magazine has one cliaracteristic that 
makes it more expensive to carry. I think it ought to pay that. 

Mr. Ceperserc. Does it cost you any more for the center spread in 
your magazine, to print it ans so forth, than it does for the other 
advertising pages? 

Mr. Lawter. Does it cost more for the center spread ¢ 

Mr. Crprerserc. Yes. You have a center spread in the magazine. 
That usually costs the advertiser more money than does a regular page. 

Mr. Lawter. No. 

Mr. Creprersere. Most magazines do. 

Mr. Lawter. It does not cost more with us. 

Mr. CrperserG. I mean in many magazines they charge more for 
certain positions in the magazine than they do other positions. 

Mr. Lawter. In our magazine the only higher cost are the covers. 

Mr. Cepersera. Does it cost you that much more to print the cover 
advertisement than it does the advertisement inside the magazine? 

Mr. Lawuer. There are two reasons. It costs more because it is on 
different stock and run off on a much smaller run, and is in a more 
preferred position as far as the reading public is concerned. 

Mr. Creperserc. So costs are not the only factor. 

Mr. Lawter. No. 

Mr. Creperserc. May I just ask this one question: Do you think 
Congress would look a little foolish to raise the first-class rate to 314 
cents from a sensible point of view? If it were 314 cents for stamps 
and I went to buy a stamp, I would have to buy 2. I could not buy 
one. 

Mr. Lawter. I think Mr. Watt was taking a position halfway be- 
tween 3 cents and 4 cents. I do not think a 314-cent transaction is 
practical, personally. 

Mr. Crpersera. Just so we have that in the record. It is not prac- 
tical to have a 314-cent rate. 

Mr. Lawter. This is without any study. I think an odd transac- 
tion like that would cause more trouble than it would be worth. 

The Cuarrman. Mr. Porter? 
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Mr. Porter. Just one more question. I take it you are not really 
in opposition to rate raises. You are against them so far as they 
apply to your magazine because of the increase. 

Mr. Lawter. That is not exactly so. What I am saying is this: 
T would like to have all the public-welfare elements removed from the 
postal budget. 

Secondly, I would like to have an estimate made of what savings 
would be made through efficiency in the Post Office Department. You 
then come down to basic costs. If you want to use the cost-ascertain- 
ment report you can. You allocate that among the classes of mail. 
At that stage you have quite a different figure than you have at present. 

If, by using those remaining sums and allocating them among the 
various classes, you can set rates which will still continue to have peo- 
ple use the mail, fine. If it is going to price them out of the mail, you 
are going to have to not collect full cost of that part of the service. 

Mr. Porter. Thank you. 

The CHatmman. Are there any other questions? Mr. Hemphill. 

Mr. Hempni. I notice on page 3 of your written testimony the 
statement that the Post Office has no competitor, which is correct. Do 
you feel that if the Post Office had a competitor, that competitor would 
offer equal or better service and equal or lower rates? 

Mr. Law er. Your problem is deeper than that Mr. Hemphill. 
It is: Who is going to service the uneconomic points? If a competi- 
tor came in and served only the big points, it is obvious he could 
serve them cheaper than the Post Office. 

Mr. Hempuity. That gets to my next question. You went on to 
say: 

Thirdly, we feel, with the Postmaster General, that there are many public- 
welfare elements included in its costs that should not be reflected in its rates. 

Mr. LAw ter. Yes, sir. 

Mr. Hemrpniti. What public-welfare elements, in general, do you 
have reference to? 

Mr. Lawter. I have reference to some of these referred to in here, 
sir, in this report of the Citizens’ Advisory Council. 

Mr. Hempuity. Independent of that report. 

Mr. Lawter. I think this takes up most of them. Many of these 
have been recognized by the Postmaster General himself in his report 
of several years ago. 

Mr. Hempuity. What is that? 

Mr. Lawter. Financial Policy for the Post Office Department, 
March 31, 1954. 

Mr. Hempnuitt. What is the page, please? 

Mr. Lawter. I would have to go through it. There are elements 
all through here which he cites. 

Mr. Hempuiuy. As a taxpayer—and I suppose that Street & Smith 
pays a lot of taxes; I hope it makes some profit to pay taxes—— 

Mr. Lawter. Yes, sir. 

Mr. Hemrutiy. So far as public welfare is concerned, do you think 
that those costs should be borne directly by the taxpayer? 

Mr. Lawter. Yes, sir. 

Mr. Hempuitx. Do you think that perhaps those costs should be 
spelled out and let the public either register its assent or dissent to 
that sort of subsidy or public welfare? 
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Mr. Lawtrr. As a practical matter, I do not know how you are 
going to do it except by congressional fiat saying these are public- 
welfare costs and they are going to be borne. If you can let the 

eople vote on whether fraternal magazines are going to go at a 
ower cost or something like that, I do not think you are going to get 
anyplace. 

Mr. Hempnity. I had in mind practically all responses of the 
people back home who sent us here and whom we service. 

Further in your statement you say: 

Fourthly, we feel that, like any other organization, the Post Office should 
institute all possible economies before seeking large rate increases. 


I would like to ask you, sir, what economies do you think should 
be effected which to your knowledge are not now in effect ? 

Mr. Lawter. Once again, there is a long report in here of the Com- 
mittee on Post Office and Civil Service on Senate Resolution 49 in 
1954. 

Mr. Hemreumu. That was the Carlson report? 

Mr. Lawter. Yes. It goes into great detail. I notice here in the 
financial policy for the Post Office Department that the Postmaster 
General said, on page 150: 

The Department is the first to admit that its operation is nowhere near the 
ultimate of perfection insofar as efficiency is concerned. There are three prin- 
cipal reasons for this: 


1. A multitude of obsolete laws impeding the economy and efficiency of 
the Department. 


2. The past and present limitation of funds for facilities, equipment, and 
research. 


3. Absence of any serious or concentrated effort by Post Office management 
in the past either to do the best with what it had, or to change the first two 
conditions. 

A lot of these economies cannot be done overnight. Mechanization 
can certainly not spring into being, and the Postmaster General said 
in 1955 he was not going to ask for any funds in mechanization because 
they had not even reached the stage where they needed them. They 
had not gotten far enough along in the research to actually produce 
the machines. 

Mr. Hemruitz. Let me ask you, then, statements about economies 
are those which you obtained from either the Carlson report or this 
financial policy report in 1954? 

Mr. Lawter. Yes, sir. 

Mr. Hemeut.. Independently of that, so far as your own business 
experience is concerned, has your organization observed any lack of 
economies that should have been brought to the attention of the Post 
Office or the attention of this committee ? 

Mr. Lawier. No. I think the post office is making very sincere 
efforts to cut down their costs. They have talked to us about off 
loading publications destined for points outside city limits so they 
do not have to go through the New York City central post office. They 
are hampered by their facilities. They are hampered by customs and 
many aoe things. I think they are making a very sincere effort. 

Mr. Hemrpntiu. You also said: 


Fifthly, we feel that increase, if any, should fall on those users who cost the 
most to handle and transport. 
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By that do you mean that each user of the mail should, insofar as 
possible, eliminate the welfare provision and pay his, her, or their 
own way? 

Mr. Lawter. If the cost is not so great as to ruin the service, and 
taking ratemaking principles into account, yes. 

Mr. Hempniwz. Then on page 5 you say: 

Because we publish monthly magazines and not weeklies, we do not demand 
“red tag” expedited service. 

Would vou explain that to us? 

Mr. Lawter. As I said, being monthlies, I do not know too much 
about the red-tag service. It is a method of handling expeditiously 
publications, weeklies, and others, both in transit, and in storage, and 
in distribution, which assures their delivery within 2 or 3 days. 

Mr. Hempuiy. Would you say that is preferential treatment simi- 
lar, if not equal, to first-class mail? 

Mr. Lawter. No. You mean in the actual handling of the delivery ? 

Mr. Hempntiy. Yes, sir; what they call red-tag service. 

Mr. Lawuer. I understand it is an expedited service. Whether it 
is the same as first-class mail, I could not say. I doubt if it is. How- 
ever, it is certainly an expedited service. Our magazines are put in 
the mails, sir, to correspond with the newsstand on-sale date. We do 
not like to get subscribers’ copies into their hands prior to the on-sale 
date. 

Mr. Hempniz. Where did you get the information upon which 
you base the statement you put in your written statement about the 
red-tage service ? 

Mr. Lawtor. I think the red-tage service is well known in the 
Post Office Department and they talk about it and they use it for 
certain publications. 

Mr. Hempuiity. What publications do you have in mind? 

Mr. Lawter. I think any of the weeklies, probably. I think the 
Post Office Department can explain it much better than I can. As 
I say, we are just not users of it. 

Mr. Hemputiyi. You do not have any written memorandum fur- 
nished your organization on red-tag special service ? 

Mr. Lawter. No, sir. We do not need it. 

Mr. Hempnuity. Have you had conversations with postal officials 
about it? 

Mr. Lawter. I think it is one of those terms that everybody knows 
that, you call red-tag service an expedited service. There was for- 
merly a blue-tag service too which I know very little about. These 
are terms of art which the Post Office Department uses and I think 
they can supply you with the full information. 

Mr. Hempnitt. I assure you the purpose of my questioning was 
to delve into the matter because we have a lot of testimony about pref- 
erential treatment here. Of course if there is any comparative esti- 
mates or anything of that nature we would like to have them, because 
we need all the information we can get. 

I notice further in your testimony that you went on to say: 


In its study the Post Office estimated that 40 percent of all second-class mail 
is eventually handled on rural routes. 


Does your organization believe it more expensive to handle mail on 
rural routes than city routes? 
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Mr, Lawter. I think very definitely. 

Mr. Hempuiti. What percentage, if you have any ? 

Mr. Lawter. I think it is 23 percent higher. 

Mr. Hempninyt. Thank you very much. 

The Cuairman. Are there any other questions? 

Mr. Rees. You talk about the economies. We are talking about 
trying to operate as we are as of today and we are willing and want 
to make improvements just like you do, so when you get more econ- 
omies and at this new equipment, using machines instead of men, 
you will probably reduce the price of your magazines on that account. 

Mr. Lawter. We have. 

Mr. Rees. However, as we operate now we still have these costs to 
contend with; do we not? 

Mr. Lawter. Yes, sir. 

Mr. Rees. Just in brief what do you understand to be this welfare 
business? How would you describe this welfare part of this? You 
have used the term so much in your statement. 

Mr. Lawter. I realize that. I think it is a rate given which is 
less than the cost because the use of the service contributes to the 
general public benefit. 

Mr. Rees. Is that the information that goes to the subscribers of 
Mademoiselle, or Charm, or these others? 

Mr. Lawter. I am not so sure that we have any welfare in ours. 
The 50 percent is not a welfare discount. 

Mr. Regs, What is it? 


Mr. Lawter. A discount under ratemaking theories for the type of 
service we get. 


Mr. Rees. You do not claim any welfare in your publications? 
Mr. Lawter. No, sir. 


The CHarrman. Thank you, sir. 
Mr. Lawter. Thank you very much. 
The Crarrman. I have here for the record a letter from former 


Postmaster General James A. Farley, addressed to me, as chairman 
of the committee, as follows: 


New York, N. Y., March 28, 1957. 
Hon. Tom MurRRAY, 


Chairman, Committee on Post Office and Cwil Service, 
House Office Building, Washington, D. O. 


DEAR CONGRESSMAN: Thank you for inviting me to express my views on the 
postal policy and postal rate legislation now before the House Committee on Post 
Office and Civil Service. Inasmuch as my travel activities have been limited 
since my eye operations I must forego the pleasure of being with you again in 
person. I do hope, however, that under the circumstances you will accept this 
letter and read it into the record. 

On April 12, 1956, I strongly endorsed H. R. 9228 in testimony given personally 
at the hearings. I did so based on my experience as Postmaster General from 
1933 to 1940, and as a businessman and taxpayer. I now endorse H. R. 5836 and 
urge that it receive the bipartisan support of the Congress. 

I agree with you, Mr. Chairman, and with the present Postmaster General, in 
your strong belief that the proposals now before your committee are neither po- 
litical nor partisan in nature and that sound financial administration of the Post 
Office Department is the definite responsibility of every Member of the Congress, 
irrespective of party affiliation. 

The postal policy approved by your committee last year, which I fully en- 
dorsed, is once again spelled out in detail in H. R. 5836, now before you. 

This policy statement incorporates all the financial principles which the Con- 
gress has always used in conducting postal operations. The administration of 
this postal policy would, most importantly, permit future management operations 





600 READJUSTMENT OF POSTAL RATES 


on a sound financial basis. H. R. 5836 therefore eombines an adequate and far- 
sighted statement of postal policy with definite postage rate increases to imple- 
ment that policy. 

Postmaster General Summerfield estimates the fiscal 1958 deficit will be a stag- 
gering $651 million and that, before long, a billion-dollar-a-year loss is possible. 
In view of the effort he has devoted to improving the service and reducing costs 
this is most discouraging. 

Obviously, increased rates are essential if we are to reverse this alarming 
and growing deficit. We must relieve the already heavily laden taxpayer of this 
additional and unnecessary burden. 

There is no reason whatever why most mailers should not pay the costs of the 
services they use, with certain exceptions such as the free service to the blind. 
Even the preferred service of first-class mail, still being carried after 25 years 
for just 3 cents, now is losing money. Historically, the first-class letter more 
than paid its way until recent years. 

Raising first-class rates to 4 cents is both practieal and logical. Every other 
postal system I know of either breaks even or makes a profit. on the first-class 
letter. Furthermore a 4-cent letter rate would still be one of the world’s greatest 
bargains, 

Higher rates for second- and third-class mail also are eminently fair and 
necessary. 

There is no reason whatever for the Government, which means the American 
taxpayer, to subsidize mailers now. Historically, our Government has granted 
subsidies to industries or groups only during times of development or period of 
depression or other crises. 

That is perfectly fair and logical. But subsidizing large mailers today in this 
period of high prosperity is an anomaly. For today, as a magazine or a direct- 
mail advertiser increases his use of the mails for profit the size of the Depart- 
ment’s losses increase proportionately, I honestly believe that every substantial 
business would be willing to pay the additional postage costs proposed. 

The Coca-Cola companies would be happy to do so, I am sure. We should pay 
our fair share of the load and so showld other businesses. 

I hope you will accept my regrets for not being with you personaHy.:. Will you 
please extend my greetings to my many friends on the committee. 

Sincerely yours, 
JAMES A. FAREFY. 


—_——_——— 


I must state that General Farley sustained an eye injury while 
rane the National Democratic Convention in Chicago last yeav. 
He was hit in the eye with a piece of cardboard and has had several 
operations on his eye as a result of the injury. For that reason he did 
not feel like coming down here in person. 

I had the pleasure of serving with General Farley in the Post, Office 
Department for several years and I think he was one of the most out- 
standing Postmaster Generals of the United States. 

The meeting will be recessed until 10 a. m. tomorrow morning. 

(Thereupon, at 12 noon, the committee recessed, to reconvene at 10 
a.m., Wednesday, April 10, 1957.) 
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READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


WEDNESDAY, APRIL 10, 1957 


House or REPRESENTATIVES, 
Committee ON Post Orrice AND Crivit SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 215, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuarrmMan. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. 

We are delighted this morning to have our colleague, Representative 
Gary, with us. He is a member of the House Appropriations Com- 
mittee and also chairman of the Subcommittee on Anavepeiaiins 
for the Treasury and Post Office Departments. 

Mr. Gary is a former member of the House Post Office Committee, 
having served on this committee when he first came to Congress from 
Richmond, Va. 

It is always a pleasure to have you with us, Mr. Gary. 


STATEMENT OF HON. J. VAUGHAN GARY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Gary. Thank you, Mr. Chairman. It is always a pleasure for 
me to.appear before this committee. This was the first committee 
that I served on when I came to Congress, and I enjoyed my service 
on it. 

Mr. Rees. I want to join the chairman in expressing our pleasure 
in having you before us, Mr. Gary. You are one of the hard-working 
members of this House and you do a good job. 

Mr. Gary. Thank you. 

Since I left the committee I have appeared before you frequently 
on the same mission that I have this morning, and that is to speak 
on the question of mail rates. 

Branhby, I have been advocating, as you know, an increase in the 
postal rates for many years, because I think the Post Office Depart- 
ment ought to be oll santnininas: The Government, insofar as the 
Post Office is concerned, is rendering a service, and it is a special 
service rendered to people who use the mails, and those who use the 
mails ought to pay for that service. 
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I remember for many years—this is not in any sense a political 

matter—when the Democrats were in control, this question arose, and 
people said to me frequently, “If the Post Office Department would 
only economize you w ould not have this deficit. They could wipe out 
the deficit by economy.” I knew then that was not true and the 
present administration has found out that it is not true. You cannot 
wipe out that deficit by economies for the simple reason that costs have 
gone up through the years, whereas the mail rates have not gone up 
proportionately. We have not had an increase in first-class mail rates 
since 1932. 

I do not believe that there is a single business enterprise in the entire 
United States that is operating on 1932 receipts and on modern ex- 
penditures for the operation of their business. It cannot be done. 
The costs have gone up too much. 

I have to say, while I do not think that the Post Office Department 
can absorb in economies enough money to clear up the deficit, I do 
think they should have absorbed enough during this last year to take 
care of the $15 million cut that the Congress made in their appropri- 
ation last year, and had they absorbed ‘that cost we would not have 
had the row that we have at the present time before the Congress. 

However, according to present estimates the deficit for 1958 will be 
$650 million. There is pending before the Interstate Commerce 
Commission at the present time a petition filed by the railroads for 
increased transportation costs in transporting the mails, which I 
understand, if the petition is granted, wills dd probably another $100 
million to that deficit. That would make it three-quarters of a billion 
dollars next year. 

In addition to that there are bills pending before the Congress, one 
of which would increase postal salaries $1 billion next year. If that 
were adopted it would raise this deficit to one and three-quarter 
billion dollars. If we continue to pile up the deficit it means that the 
taxpayers of this Nation are going to have to absorb it. 

We had some questions with reference to third-class mail in our 
recent hearings on the post office appropriations for 1958 and durin 
the course of those hearings the term “junk” mail was used on seveeal 
ocecasions—I think probably I used it myself—and I got several letters 
from the third-class mail users all over the United States condemning 
me for using the term “junk” mail. I did not coin the phrase. 

The CHarrmMan. That is a common expression used by all of us. 

Mr. Gary. Exactly. 

Mr. Corsetr. Mr. Chairman, that is the term used by the people who 
are in competition for the advertiser’s dollar. Let us not get that 
mixed up. 

Mr. Gary. The people that have used it with me were not in com- 
petition with anything; they just did not want that type of mail, 
and I have had any number of them say to me, “If vou would abolish 
‘junk’ mail altogether you would render the public a service.” I do 
not agree with that at all. 

I think that the post office service should be open to people for 
advertising or for any other proper purpose. But when it is used 
for those purposes, I think the people who use it and get the benefit of 
it should pay the cost of that service. I do not believe as a taxpayer 
that I should have to pay the cost of bringing to me mail that IT do 
not want, and that is just exactly what is done. 








READJUSTMENT OF POSTAL RATES 603 


People tell me, and we all know, that a large part, though nefall 
of it, because it would not be used if it were all of it, goes into the 
trash basket. A man has mail come to his desk which he throws in 
the trash basket and yet as the sender of that mail has not paid the 
full cost of handling it, the recipient, as a taxpayer, has to pay a part 
of the cost of sending it to him. I contend that that is not proper. 
I think that third class and all classes of mail should be put on a self- 
sustaining basis. 

The Cuarrman. That includes second-class mail also. 

Mr. Gary. I think that every class of mail should pay its own way 
with the possible exception of some educational, religious, and elee- 
mosynary mail, and I am inclined to think that should be handled 
fis ‘a ‘subsidy, rather than by reduced mail rates, if we are going to 
allow the subsidy for it. 

“However, certainly outside of the educational, religious, and elee- 
mosynary field I feel that all classes should pay their own way and I 
lo not see how we are going to operate the Post Office Department 
properly without it. This much is true, and you gentlemen are 
farniliar with this fact: Some time ago we had in the Post Office 
accounting various items which should not have been in there. Just a 
few days ago I received a communication in which it was said that the 
Post Office Department was subsidizing various items of Government 
mail in the amount of $300 million. That was some propaganda that 
was put out evidently to kill the postal rate increase bill, but the facts 
are, that in order that we might have a true picture of this deficit, we 
took out of the post office accounting the airmail subsidies, we took out 
the franked mail, and we took out the penalty mail, and I am awfully 
glad we did take out the congressional mail. 

I have heard this hollering about congressional mail for years and 
a lot of people thought that it ran up ‘into hundreds of millions of 
dollars. 

The Cuairman. It is just a drop in the bucket. 

Mr. Gary. It cost just about a million and a half dollars. How- 
ever, all of those now have been eliminated in the post office account- 
ing. Asa result of that and as a result of some increases in parcel 
post we did bring this deficit down about 3 or 4 years ago to about 
$275 million. 

Now it has started going up again, and as I say, it is $650 million. 

‘I hear a lot of comparisons w ith the mail service in foreign coun- 
tries and IT heard on the radio the other night that the mail service 
in some of these foreign countries would make ours look like the old 
post road days. 

It is true that in England—and they use that as a comparison—I 
think they have a surplus in their post office department, but if I 
am: not mistaken in England the postmaster general has the right to 
fix the rates for mail and he fixes whatever is necessary. But more 
than that, if England paid their postal employees anything approach- 
ing the amount that we pay our postal employees they would operate 
at. probably a larger deficit than we are operating with today. A 
few years ago I made a comparison of the postal salaries in England 
ind the United States and there is no comparison. We are paying 
our postal employees a great deal more than England because they 
have less expensive labor there. 
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Mr. Corsetr. Will the gentleman yield there? 

Mr. Gary. Yes, sir. 

Mr. Corserr. As a point of information, does the gentleman know 
whether the British postal system controls the telegraph system ‘ 

The CuarrMan. It is my understanding that it does. 

Mr. Gary. I am not certain about that. 

Mr. Corserr. Do you know they control the telephone system and 
get the revenue from it? 

Mr. Gary. No; I do not. 

Mr. Corsetrr. Then possibly his figures ought to be adjusted a little 
bit. 

Mr. Gary. I have not used any figures. 

Mr. Corserr. You said they had a surplus. It is like when a 
magazine representative was in here the other day; somebody was 
checking on their surplus and found it came from oil wells they 
owned. I think you ought to have the whole picture. 

Mr. Gary. I have not studied the postal system of England. 

Mr. Corsetr. That is what I wanted to establish. 

Mr. Gary. However, charges have been made that they operate 
at a surplus and have a better mail service than we have in this country. 

Mr. Corsetr. And has the gentleman compared the salaries in other 
industries of the British to the postal employee to see if he gets a wage 
comparable to the wages paid in similar activities in England ? 

Mr. Gary. Yes; I think they do. 

Mr. Corsett. Does the gentleman know ? 

Mr. Gary. No. 

Mr. Corsett. I don’t either. 

Mr. Gary. I don’t know about that, but I do know that they are 
much smaller than our salaries and I assume that. salaries all over 
England are smaller. I assume that the other salaries are smaller. 
I do not think the British miners get anything like the pay that our 
miners do in this country. 

I did not mean to intimate that our postal employees are getting too 
much. They are paid according to the American standard of pay 
which is necessary to maintain our American standard of living. This 
committee made a study, and a very good study, a year or two ago, 
and reported out a bill to put the postal employees on a comparable 
basis with other industry, which I think is proper. 

However, the point I was making is that you cannot make a com- 
parison between our country and the foreign countries. 

Mr. Corserr. I think the gentleman has made that clear. We are 
in no position here to make a comparison. We do not know enough 
about it. 

Mr. Gary. That is right. That is exactly the point that I was 
making, and when people come in and say they have a better service 
and they pay less for it, and they have a surplus, I just do not think 
it is a fair comparison. I could not say what is a fair comparison 
without making a very extensive study which I have not done. 

Mr. Corserr. And nobody else has. 

Mr. Gary. No one else has so far as I know. I have never seen 
a study of that kind, but when we had this question up 2 or 3 years 
ago I did see a comparison of the postal salaries and there was a wide 
difference in the postal salaries. 
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The Cuairman. I concur in your alarm and concern over this ever- 
growing deficit. It is a serious matter and no one is more familiar 
with that problem than the gentleman from Virginia, since he is 
chairman of the Subcommittee on Appropriations for the Post Office 
Department. And I fully agree that steps must be taken to try to 
produce more revenue in an effort to reduce this ever-increasing deficit 
of the Post Office Department. 

Mr. Gary. Mr. Chairman, I think the Congress should do every- 
thing possible to bring about all of the economies that they can in 
the Post Office Department, and our subcommittee has certainly done 
that. For many years we have been working on the problem and we 
have urged to Postmaster General to modernize the Department, and 
I think we have made tremendous strides in that direction. It was 
started under the Democratic administration and the Republican ad- 
ministration has continued the progress. 

I also think that there are certain curtailments in the deliveries of 
mail that might be studied. 1 well remember that during the last 
Democratic administration we cut the Post Office budget very substan- 
tially and Mr. Donaldson told us that he could not operate on that 
budget without putting in certain curtailments of the services. We 
recommended to him that he cut out the two deliveries a day in resi- 
dential sections. 

The Cuarrman. That is right. 

Mr. Gary. He did. 

The Cuarrman. You remember the how] it caused temporarily ? 

Mr. Gary. A howl went up all over the United States. 

The Cuatrman. However, you never hear anything about it today. 

Mr. Gary. Nobody has been hurt and they saved $100 million a 
year by that one item alone, and I am told by the Post Office 
Department that they estimate it would cost $150 million to reinstate 
those two-delivery services today. Industry has gone on a 5-day 
week. When I go home to Richmond on weekends—of course, .we 
Congressmen operate on a 7-day week and we do not even get Sundays 
off—and go on Saturday to my office, which is located in the main 
downtown business section, I am about the only one there. Those 
offices are completely closed. Everybody is taking Saturday off. 

In view of the fact that industry and business are going to a 5-day 
week, I see no reason why we should not review the Saturday delivery 
system in the light of the modern trend toward taking Saturday as an 
additional day off. I do not say we have to abolish all delivery of mail 
on Saturday, but I do think a study could be made, and by revising our 
schedule of deliveries on Saturdays to meet modern conditions I think 
we could save substantial sums of money. 

The CuHatrman. It seems that one delivery a day in the business 
district on Saturday would be sufficient. 

Mr. Gary. Unquestionably, and not only that, but Mr. Stans told me 
that they could save $10 million a year by not delivering third-elass 
mail on Saturdays. I see no reason for delivering third-class mail 
on Saturdays for the simple fact that it is not the type of mail that 
requires immediate delivery and, what is more, even if you did away 
with first-class delivery you always have a service whereby anybody 
can get immediate delivery on Saturdays, Sundays, or at any other 
time by using special delivery. You pay a little more. It is extra 
service. You pay for it. That is what the special delivery is for. 
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Therefore, as long as we have our special delivery service whereby 
mail can be delivered promptly at any time I do not believe the public 
would be too severely hurt by some curtailment in our Saturday 
delivery service and other services that might be suggested. 

The Cuamman. With these suggested curtailments, in the interest 
of economy do you not still think it absolutely essential that these 
postal rates be increased ? ; 

Mr. Gary. I did not mean to say by any means, Mr. Chairman, that 
by doing that you could save enough money to eliminate the deficit. 
You cannot. You might save as much as $50 million or $100 million a 
year. I do not know exactly what you can save by it. 

Mr. Summerfield presented to our committee a list of curtailments 
which he said would save $71 million. Very frankly, there were many 
on the list that I would be bitterly opposed to. One, as a matter of 
fact, was a complete embargo on third-class mail. I do not believe in 
that. I think people ought to be permitted to send any kind of proper 
mail, but I do think they ought to pay for it. 

As I have tried to point out at the beginning, people have been 
saying all you have to do is economize and you can eliminate this deficit. 
That is not true. 

Nevertheless, we ought to use all of the economies that we can with- 
out harming the service. We, of course, in the United States have 
become rather spoiled. We want everything our own way and we do 
not even want a little inconvenience. Of course, if we are going to have 
things just like we want it we ought to be willing to pay for it. That is 
my whole thought on this subject and I certainly will support on the 
floor of the House any reasonable bill that this committee reports out 
in an effort to put the mail service on a self-sustaining basis. 

The Cuarrman. Thank you. Are there any questions of Mr. Gary? 
Mr. Corbett. 

Mr. Corsetr. Mr. Chairman, I deeply appreciate the sincerity of 
our witness here and I recognize he is one of the individuals not. on 
this committee who has paid some time and attention to the problem 
of the Post Office. However, I just cannot leave some of the gentle- 
man’s remarks go without at least some footnotes and maybe some 
objections. 

First of all, would the gentleman know of any Government agency 
that does not carry on with a deficit? Is there such a thing? 

Mr. Gary. I do not know of any Government agency that is giving 
& service comparable to that of the Post Office. 

Mr. Corserr. Leave out the word comparable. There are lots of 
agencies that charge fees, do they not? 

Mr. Gary. Yes. The other day I had a talk with the Secretary of 
the Health, Education, and Welfare Department. I told him that 

‘I was going to vote against the cut in the Pure Food and Drug Admin- 
istration, but I had been told that they were not charging adequate 
fees for the services they were rendering. They were rendering spe- 
cial services to special groups and I thought those fees ought to be 
fixed to make the services self-sustaining. The difference is if the 
agencies are serving all the people, then when the taxpayer pays for 
it he is paying his proportionate share for a service that goes to 
everybody. However, in the mail business you are giving a special 
service to special people. 
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Mr. Corserr. Let me ask the gentleman this: What proportion of 

the revenue from the sale of stamps that goes to the Post Office De- 
artment is spent? Does any amount of that money go to the Post 
flice Department ? 

Mr, Gary. No. 

Mr. Corset. It goes into the Treasury, does it not? 

Mr. Gary. Yes. The receipts go into the Treasury and the expendi- 
tures are paid out of the Treasury. 

Mr. Corserr. Is not the Post Office appropriation made like any, 
other appropriation bill? 

Mr. Gary. Yes. We appropriate the entire amount of their expendi- 
tures. That gives the Congress an opportunity to pass upon the 
expenditures the Post Office Department is making, but the difference 
that is charged to the Treasury is the difference between the receipts 
and the expenditures. 

Mr. Corsetrr. That is a bookkeeping transaction. 

Mr. Gary. Yes. 

The CHatmrman. That is the amount that goes toward the budget 
each year. 

Mr. Gary. That is right. 

Mr. Corserr. In this present controversy is there any connection at 
all between the rates charged and the fact that there could be ex- 
penditures beyond budget ? 

Mr. Gary. No. 

Mr. Corsetr. There are just none at all. I have seen in the papers 
and on the television lately that the failure of this Congress to-pass 
adequate rates is the reason for the shortage of money. 

Mr. Gary. Absolutely not; and I have heard stories that Mr. Sum- 
merfield was doing this just to force Congress to pass a rate bill. I 
would disclaim that. Certainly so far as I am concerned there is 
absolutely no politics in this situation. I want to be absolutely fair 
to the Post Office Department and I would disclaim any such intent 
of that at all. 

Mr. Corserr. I definitely wanted that on the record because I knew 
the gentleman knew that and that is exactly correct. 

The gentleman displayed knowledge of the fact that there were 
certain expenditures by the Post Office Department that should prop- 
erly be charged to the Treasury and not to the users of the mail. If 
we start in agreeing that the cost of actual services rendered should 
be paid for by the users, we then get into a controversy as to what is 
the actual expenditure. 

The gentleman acknowledged, in the field of penalty mail and 
frank mail, and domestic and foreign airline subsidies, those things 
obviously should not be charged to the users. 

Mr. Gary. And they are not. That has been changed. 

Mr. Corserr. We have managed to change those after years of 
bickering, arguing, and so on, and finally getting enough peopie 
educated to that simple fact. 

Now, does the gentleman know whether or not there are still a 
number of expenditures charged to the Post Office deficit that ought 
to be over in that same category ? 

Mr. Gary. There are a few, such as the delivery of mail to the 
blind. There is a list of them, which I think adds up to about $30 
million. 
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Mr. Corsert. Right there another controversy is developing, 
because when you put on a charge of $30 million for that, that 1s 
the difference between what would have been charged had they paid 
the same rates. Suppose they go to the second- and third-class rates 
rather than at their preferential rate, that $30 million is the differ- 
ence between those two, rather than it being the difference between 
what actual cost is and what was actually received, and there is an 
enormous difference there. 

Mr. Gary. That is the reason I said a few months ago that even 
in the case of educational, religious, and eleemosynary mail I thought 
that if we make any differential it probably should be handled on a 
subsidy basis, and that is exactly what I meant by it. 

In other words, it should be charged up to the Treasury rather 
than to the Post Office Department. 

Mr. Corserr. However, the gentleman knows that in the total 
subsidy to the class of mail there is a difference in particular type of 
mail within the class. 

Mr. Gary. I understand. 

Mr. Corserr. In other words, there is mail going second class at 
30 percent of cost and, shall we say, free to certain charitable insti- 
tutions. It seems to some people that you ought to subtract the 
difference between the out-of-pocket cost of handling the mail rather 
than the difference between the two rates, because that is what is lost. 

Mr. Gary. I would agree with that. 

Mr. Corsetrr. There is one other thing. There are a number of very 
big items in the controversial area where some folks will say they 
ought to be charged to the users of the mail and some say they ought 
to be charged to the Treasury. Those things should be voted on and 
there should be a definite policy regarding them established. 

Mr. Gary. I agree with that, but I do think that there is absolutely 
no reason whatever why the payments for the retirement of postal 
employees should not be included as a part of the cost of handling the 
mail, because that is an item of compensation to the employees and I 
think it should be included. 

Mr. Corsetr. That being a matter of controversy that will have 
to be sumitted to a vote and it will either be voted up or down, the 
same with certain losses entailed by fourth-class post offices. I just 
wanted to get those things on the record and emphasize them in the 
gentleman’s mind, because even though we agree finally that the users 
of the mail should pay for it, there is that point which is very impor- 
tant. There is also the point which the Department itself makes, that 
with preferential treatment going to certain things, maybe their cost 
ascertainment does not properly allocate the costs to the various 
divisions. 

I will agree with the gentleman, because I know it will give him some 
comfort, I am certainly willing to vote for some increases here, but 
I do not like to have it go out to the public day after day and week 
after week that all these hundreds of millions of dollars are neces- 
sarily subsidies to some users of the mail. 

Mr. Gary. I think certainly the vast majority of them are. I do 
not think there is any question about that. 

Mr. Corserr. Will we agree that some proportion of them are not? 

Mr. Gary. Yes; a small proportion; but I will say this: I do not 
know of any problem that we have in the Congress that does not have 
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corollary problems along with it. I would like to run into something 
once where we could just solve one problem and say that’s it. But 
you always have the corollary problem which you have to consider, 
and that arises from our complicated modern life. We have a com- 
plex civilization which presents many complicated problems. I think 
the problems you mention should be considered. 

However, in the case of the Post Office Department I think we 
have gotten the vast majority of those items that should not be charged 
to the Post Office Department, out of their accounts, and while there 
are still a few items that should be considered in the same category, 
I do not think they contribute substantially to the deficit. 

Mr. Corsetr. Would the gentleman estimate in his mind which he 
thinks the more valuable to the Untide States, the Commerce Depart- 
ment or the Post Office Department ? 

Mr. Gary. They perform entirely different functions and I do not 
think you can properly compare the value of their services. 

Mr. Corserr. The gentleman would know on the Appropriations 
Committee which one spends the most money. 

Mr. Gary. Which one? 

Mr. Corsetr. Which one costs the American people the most money, 
the Commerce or Post Office ¢ 

Mr. Gary. The Commerce Department costs more money, but the 
Commerce Department is rendering its service to the entire Nation, 
and it is not rendering specific services to a special group. 

Mr. Corverr. That leads to another question. If, then, there is a 
subsidy on magazines does the seller of the magazine or the receiver 
of the magazine get the subsidy ? 

Mr. Gary. I think the seller gets it. He is in business for profit. 

Mr. Corzerr. I think the subscriber gets it. 

Mr. Gary. The seller might pass it on. I have no doubt that if you 
increase the cost of delivering magazines the publishers are going to 
pass it on, but at the present time he is getting it in profits. 

Mr. Corserr. Thank you. 

The Cuarrman. Are there any questions ? 

Mr. Corzert. I will add, if he isn’t losing money. 

Mr. JoHansen. I am forced to go back to my office. I have no ques- 
tions. I just wanted to say I was glad to be here to hear part of the 
testimony and to say to the gentleman from Virginia that his interest 
in and his testimony about the Post Office I find always fair, and 
helpful, and stimulating. I just wanted the gentleman to know that. 

Mr. Gary. Thank you, Mr. Johansen. I appreciate that very, very 
much. 

The Cuamman. Mr. Porter. 

Mr. Porter. Mr. Chairman, I would like to ask the gentleman a few 
questions. 

The first one I would like to ask is that apparently you agree that 
the users should pay for the service they get. 

Mr. Gary. Yes, sir. 

Mr. Porter. Except in very few instances to your mind when Con- 
gress has decided that they should not pay at all, but you say those 
would be very few and should be far fewer than they are now. 

Mr. Gary. Yes. 
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Mr. Porter. Would you alsu apply that within classes of mail, that 
is, first-class user ought to pay for the service he gets, and the second 
class, third class, and fourth class? If I told you seriously the fact 
that the present deficit is caused to the extent of 6 percent by first- 
class mail and that the bill which we are considering here now takes 
66 percent of its additional revenues out of first class, 1 assume to that 
extent you would not feel that this bill squares with your idea of what 
we ought to be doing. 

Mr. Gary. If the first-class mail is not paying its way I think it 
should pay its way and, frankly, I do not believe that an increase in 
first-class mail from 3 cents r 4 cents would do anybody a great 
amount of harm. However, I do think that if you are going to in- 
crease that from 3 cents, then you should bring the other classes wp 
so that they will pay their way also. 

Mr. Porter. The gentleman points out that the increase from 3 cents 
to 4 cents probably would not do anybody very much harm. Is that 
not a departure though from the prince iple of the user paying for the 
service he gets, if it means that the first-class mail user will pay more 
and in effect. will be supporting some of the other classes of mail by 
paying more? 

Mr. Gary. Yes. Frankly, I have not studied the recent figures as to 
what the present status of first-class mail is and my position has been 
all along that I do not think it ought to be increased of the figures 
show it is paying its own way. It was my understanding from the 
Postmaster General and some ‘of the other officials of the Department 
that it is not paying its way now and that possibly it would require a 
5-cent rate to make it pay 1 its own Ww ay. 

I have not reviewed the figures, and I do not know. But what I 
am saying is I think that every class should pay its own way and I 
would favor a bill that would more closely approximate that result. 

Mr. Porter. Going to third-class mail, we have had testimony here 
that people using third-class mail are largely small business and that 
its use stimulates trade which they norm: lly would not get and there- 
fore helps the country and helps the Government with additional in- 
come taxes and so forth. That is their argument for having a subsidy 
or a general welfare part of their cost instead of paying their full cost. 

Do you subscribe to that kind of reasoning to a degree ? 

Mr. Gary. I would not think so. It would seem to me that all of 
them are in business for a profit and that if they operate through the 
mails, then that is an item of their cost that should be figured into 
their business just as any other business expense, but I will say this: 
If this committee were to decide that they are rendering a service ;ta 
the general public that should give them some special consider ration, 
then I do not think that differentiation should be charged to the Post 
Office Department. I think it should be charged to the Treasury. 

Mr. Porrer. Nobody has brought in facts yet that if we raise the 
third class to their paying their full way a Jot of businesses will go 
broke and thus we will lose a lot of wealth in this country because 
businesses did not survive. 

Mr. Gary. As a matter of fact, I think they say 75 percent of the 
first-class mail is business mail. Is that not true ? 

Mr. Porrer. That I understand is true. 

Mr. Gary. That is another reason for increasing these rates. 
Seventy-five percent of the users of the mail are business people using 
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it for a profit. Sixty percent of the taxes of the country are collected 
from individuals. Therefore when you do not require the users 
of the mail to pay the cost of handling it, then you switch the cost 
to the individuals, who pay a large major rity ‘of the income taxes. That 
isthe thing people do not realize. 

Mr. Porrer. I agree with the gentleman about the user paying his 
way. I want to point out, of course, that if business people pay an 
extra cent, 52 percent or more of that is going to be a tax deduction. 
The net to the Post Office would look better, but the net. to the Govern- 
ment would be considerably less than it appears. 

Thank you very much. 

The Cuarmman. Are there any questions? Mr. Santangelo. 

Mr. Santance.o, Mr. Gary, this $47 million supplementary request 
budget has raised certain questions that are kind of disturbing. In 
considering whether or not you have to give the $47 million to the 
Post: Office Department, do you consider what savings might be made 
by eliminating, say, the regional offices? 

Mr. Gary. I have not considered the exact amount, but, I think un- 
questionably the regional offices are costing the Department more 
money. They have created a great many additional high-priced jobs 
in the regional offices and in the district offices, and I think if they 
would eliminate regional and district offices they could save a lot of 
money. 

Mr. Santancevo., In other words, if we are not going to give the 
$47 million and there is going to be a curtailment. of service, I am 
trying to evaluate which services we can best afford to let go, whether 
it be the closing down on Saturday or the curtailment of service 
on Saturday, or whether we could close the regional offices with 
attendant savings. 

Has the Subcommittee on Appropriations studied that, as to how 
much could be saved one way or saved by the other alternative? 

Mr. Gary. No. We have not gone into the question of abolishin 
the regional and district offices because that is a matter of interna 
operation of the Post Office Department. I do not think our subcom- 
mittee has anything to do with it. 

Mr. Ceperserc. Will the gentleman yield there? 

Mr. SANTANGELO. Yes. 

Mr. Ceperserc. | am a member of the Postal Operations Subcom- 
mittee of this committee and had an opportunity to look at some of 
these regional offices, and while I agree that there have been some 
overhead layers put on, 1 think in furtheri ing efficiency within the Post 
Office, the records will prove they have at least paid their way. 

Furthermore, we had the Deputy Postmaster General appear here a 
month or so ago now before our Operations Subcommittee under the 
chairmanship of the gentleman from Virginia, Mr. Robeson, to go into 
that particular problem, and I think that the reading of that testimon 
would be very interesting. I think the savings of dial away with 
the regional offices would be very, very minimal and the resulting 
chaos that would result in a centralizing back here in Washington 
would not accomplish anything as far as the budget is concerned. 

Mr. Gary. I think that is a problem for this committee, and our 
committee has not attempted to go into it. I will say this: Our expe- 
rience has been that we first started out decentralizing the Internal 
Revenue Department. The Congress passed a law authorizing them 
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to decentralize and set up not exceeding 25 regional offices. They first 
set up 17. When Mr. Coleman Andrews was the Commissioner of 
Internal Revenue he came before our committee at one time and told 
us that they had conducted a study and they had decided that by 
reducing the number of regional] offices from 17 to 9 they could save 
$2 million a year. He did reduce them. 

When he informed our committee later that the reduction had been 
completed, I asked him if he had saved the $2 million, as he had prom- 
ised and he said that he had. Now I understand a subcommittee of 
the Ways and Means Committee is considering abolishing the regional 
offices altogether. What they are going to do I do not know, but I-do 
think that the entire regional and district setup of the Post Office De- 

artment would stand considerable study as to the question of whether 
it should be abolished and if not how many regions we should have, 
because they now have 15 regional offices and 91 district offices. 

I think it not only costs more money, but from what I have been 
able to see it has caused considerable confusion in the field because 
nobody knows where the jurisdiction of the postmaster ends and the 
jurisdiction of the district office begins or the jurisdiction .of the 
regional office begins. 

Mr. Crpersere. I might say right there that there has been recently 
much clarification. When we were on the west coast the order came 
out at that particular time giving the postmaster a great deal more 
authority than he ever had before, and he has that at present. 

I agree this should be under continuing study at all times. We 
should be after it all the time. You recognize and realize that the 
transportation section of the Post Office was decentralized for years, 
in 15 regions. 

Mr. Gary. That is right, and so was the accounting, and I think 
that should be. 

Mr. Crepersere. All of the regional office is not an overlay. The 
transportation is now in the region and the accounting is now in the 
region, so you have some others in there, but much of the personnel 
in the Washington office has been reduced. 

Mr. Gary. That is absolutely true, and I have never said that I 
thought the regional offices ought to be abolished for that reason. I do 
say I do not think there is any question in the world about the fact 
that it is costing us more money, but if we are getting great efficiency 
in operations for it, I am willing to pay the greater cost for the 
greater efficiency. 

The Cuarrman. We have a number of other witnesses here this 
morning. 

Mr. Sanraneevo. May I finish? I yielded to Congressman 
Cederberg. 

Mr. Corserr. The gentleman should know that there is a program 
going on in Pennsylvania to eliminate the regions. I do not under- 
stand it fully yet. 

Mr. Sanrancewo. I want to get back the floor and I want to thank 
the Congressman for giving me some enlightenment on the regional 
offices. It has been distrubing me, and I think the fear that most of 
us share is the fear of cutting services. 

I am trying to find out why there is an expenditure of $47 million 
above the appropriation, why there is a deficiency, and if we are not 
going to give them the $47 million, where are we going to cut?) Which 
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can be cut without hurting the general public? I either can get 
it from this committee or from the witness, which I have not gotten 
yet. I thought maybe your committee dealing with the appropria- 
tions might be able to tell me. 

Mr. Gary. Let us put it this way: The Congress only cut them 
$15,660,000 on this. current years’ appropriation. I said at the begin- 
ning I thought the Post Office Department should have been able to 
absorb it. They did not absorb it, and there was some transfer of 
funds which was in my judgment absolutely contrary to the antide- 
ficiency law. They first apportioned the money as they are required 
to do on a four-quarterly basis and then with the approval of the 
Budget Bureau they transferred some of the fourth-quarter funds over 
to the second and third quarters and used them, thereby creating a defi- 
cit, and then they came before the Congress and said, “Now, you give 
us this money ore else we are going to cut the service.” The brought a 
long list of curtailments that they might make. Our committee took 
the position that we are an appropriations committee. We are not 
going to try to run the Post Office Department. Questions of curtail- 
ment of service should be decided by the Post Office Department or by 
this committee. It certainly is not within the jurisdiction of our ap- 
propriation committee so we have not gone into that question. 

Mr. SanrancGevo. I want to thank Mr. Gary for the explanation, 
but I just want to make my position clear, that despite the questions 
I asked, I am in favor of maintaining the essential services, and I do 
not advocate cutting down any of the services. 

Mr. Gary. I am too. 

Mr. SantaNnce.o. However, if we have to do it I want to know where 
we can cover it with least harm. 

Mr. Gary. I am in favor of maintaining them in compliance with 
the law. 

Mr. Porter. I just wanted to say that I understand from our 
chairman here that Mr. Summerfield will be before us Tuesday and 
Wednesday of next week and this committee is looking forward to 
the opportunity of going into the matter of these cuts, as we feel we 
should. 

The CHarrman. Mr. Hemphill. 

Mr. Hempntt. [ want to thank the distinguished genttleman for 
appearing because I have great confidence in his leadership in matters 
of this kind even though I may not agree with him. One of the 
problems that has concerned me as a member of this committee is 
the fact that a month ago, March 27, I believe, we passed H. R. 5206, 
which was a resolution in which we recognized that certain classifica- 
tions or subclassifications of the mail not only were not paying their 
own way, but even if we applied the rate presently fixed, we still 
would suffer a deficit. In keeping with what you said I looked here 
at the financial policy for the Post Office Department of 1954, on 
nage 16, when they were trying to tone down the Carlson report: I 
le that is about the size of it. 

The Post Office views the application of public welfare “discounts” from a 
just postal rate as either (1) more likely wrong and economically unfeasible 
if they place upon one group of postal patrons, the burden of providing a financial 
advantage to more privileged patrons, or (2) a subsidy to a class of users in the 


national interest, which should be made to face the light of day and be justified 
as such. 
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Do I gather from your testimony that you think that these sub- 
sidies should be identified, and cataloged, and classified, and then 
borne by the Government as a Government expense ¢ 

Mr. Gary. Any subsidies that the Post Office gives to educational, 
religious and eleemosynary institutions; yes. 

r. Hempu.. The reason I ask you that question is because you 
are on the Appropriations Committee, which I am very much inter- 
ested in, and I think everybody ought to be, and our situation, for 
instance, on exempt publications is that the rate we would charge 
them would be $2,144,000 and the loss according to the information 
I have about $55 million or $50 million on exempt publications, which 
are the ones that you mentioned. 

Mr. Gary. My thought on that is that the other users of the mail 
should not be required to pay that charge. If we are going to give the 
subsidy it should be paid by the taxpayer, because that is being given, 
not as a special subsidy to the users, but on the theory that the mail 
benefits the general public in the matter of ediication and eleemosynary 
services that are being rendered. You would still give them the pre- 
ferred rates if this committee determined to do so. It is just a question 
of whom you are going to charge it upto. Are you giving to charge it 
up to the Post Office Department, or charge it to the Tre: sury 4 1 
think if it is allowed it should be charged to the Treasur y and. not to 
the Post Office Department, because I do not think it is right to pass 
that charge on to the other users of the mail. 

That is my thought in connection with it. 

Mr. Hempnity. The reason I asked you the question, sir, was I was 
coming to this question, which you have almost answered: Then the 
fact that we have given these special rates for public welfare service or 
for other purposes, which now contributes to the deficit, by reason 
of that factor alone we should not raise postage rates to satisfy that 
deficit, because that should be borne by the taxpayer and identified as 
such. 

Mr. Gary. That is right. As long as it remains in the Post Office 
accounting, but I think “for the sake of good accounting it should be 
taken out of the Post Office budget altogether and made a charge just 
as we have done with reference to penalty mail, frank mail, and 
others. 

In other words, the Treasury should pay the Post Office Depart- 
ment so much for that service that they are rendering. 

Mr. Hemp. Our committe was endeavoring to do that I think in 
House Resolution 5206, which is the bill I had reference to, and in 
considering that bill we considered certain things such as franking 
privileges to certain people, which I think are very proper. 

I am glad to hear you say what you did and I thank you very much. 

Mr. Gary. Thank you. 

The Cuarrman. Thank you very much. 

Mr. Gary. Thank you, Mr. Chairman. 

The CHatrMan. It is always a pleasure to have you with us. 

Mr. Gary. I did not intend to take up so much time. 

The Cuamman. That is all right. 

Mr. Rers. You have been most helpful. 

Mr. Gary. Thank 

The CHarrMan,. The next witness is Mr. Russell L. Putman, presi- 
dent of the Putman Publishing Co., Chicago, Ill., representing the 
National Business Publications. 
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In order to conserve our time, Mr. Putman, can you hig 
your statement? Of course your statement will be published in full 
in the record of the hearings. We have a number of witnesses here 
this morning. I thought if each witness could highlight his state- 
ment and let the full statement be copied into the record 1t would save 
us considerable time and enable us: to hear witnesses who otherwise 
we could not hear this morning. 


STATEMENT OF RUSSELL L. PUTMAN, PRESIDENT, PUTMAN PUB- 
LISHING C0O., CHICAGO, ILL, REPRESENTING THE NATIONAL 
BUSENESS PUBLICATIONS 


Mr. Putman. All right, sir. Mr. Chairman, I shall attempt to do 
that. I might say that my entire statement would not take me over 15 
minutes. 

The CHatrmMan. We have six other witnesses after you who are 
scheduled to appear this morning and I presume are here. 

Mr. Purman. All right, sir. I will attempt to highlight them. 

(The statement is as follows :) 


STATEMENT IN BEHALF OF THE CONTROLLED-CIRCULATION MAGAZINES WHICH ARE 
MEMBERS OF NATIONAL BUSINESS PUBLICATIONS, INO. 


Mr, Chairman and members of the committee, I very much appreciate the per- 
sonal privilege of appearing before you this morning. My name is Russell L. 
Putman and I am president of Putman Publishing Co. in Chicago. We publish 
four specialized business magazines: Industry Power, Food Business, Chemical 
Processing, and Food Processing. My residence is in Pullman, Mich. 

In these hearings, I speak for the controlled-cireulation business magazines 
which are members of National Business Publications, Inc., the largest organized 
endeavor representing the business press. A list of all members of our associa- 
tion is provided for your complete information. 

Frankly, Mr. Chairman, there would be no need for my being here today—to 
consume even so small a portion of your valuable time—had the expressed desire 
of this committee been carried out during the closing moments of the last 
session of Congress. 

It will always be remembered and appreciated by all of us how the honorable 
and learned chairman of this committee introduced legislation which ultimately 
became an amendment to the bill reported out by this committee, rectifying the 
injustice which our publicaions have been forced to contend with for several past 
years. 

It will also be remembered that the bill was passed by the House and that 
corresponding legislation later cleared the Senate committee and the Senate, 
only to be wrecked, unfortunately, in the closing hours of the last session by 
actions of competing publishing organizations which took advantage of a tech- 
nicality to embarrass this committee. 

So, Mr. Chairman, here we are again to make our plea which, we note, has at 
least and at last been recognized, in principle, by the Post Office Department in 
the current bill before you. However, the Department has seen fit to further 
add to our competitive disadvantage by seeking a higher rate than that rec- 
ommended by this committee only 9 months ago. 

While I appreciate the fact that this is an old story to you, Mr. Chairman, 
and to certain other members of the committee, I feel that I must restate some- 
thing of its complex nature for the benefit of the new members. After 4 weeks 
of hearings, I know how weary you must be with words. I know how pressed 
you are for time. My statement, therefore, will be as brief as possible. 

At the outset, I would like to say that the consideration and action by this 
committee during the last session, as regards our special problem, is proof again 
of the immense value of having such matters handled by a group like this with 
its particular intelligence in the complicated area of postal rates and services. 
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WHAT ARE CONTROLLED-CIRCULATION BUSINESS MAGAZINES 


Our periodicals are called controlled, because they are sent or directed only to 
those persons who are responsible for specific functions throughout business, 
the trades, science, the professions, or industry and who need them and use 
them in their specialized work. In other words, we exercise deliberate control 
over the distribution of copies of our magazines. We do not want bakers to 
get a publication that is edited and published specially for dentists. And, of 
oe the sum totals of these specially selected recipients are audited and 
verified. 

They constitute a veritable network of adult education and exchange of know- 
how. They provide trade and technical information highly essential to doctors, 
engineers, teachers, grocers, and numerous other specialists whose knowledge 
and skills affect the health and economic well-being of the Nation. . 


WE HAVE A SPECIAL PROBLEM 


Our publications have a special problem, in that they are distinguished from 
other similar and competing publications which get substantially lower postal 
rates, simply by the fact of whether or not they have a paid subscription list. 


PLEASE EXAMINE THESE MAGAZINES 


We have provided each of you with three pairs of specialized business maga- 
zines. Each pair, as you will see, is editorially addressed to and serves a specific 
area or field of industry or business. 


Please leaf through each of these publications, noting the editorial content. 
Note the type of editorial articles, their headlines, their illustrations, their 
obvious subject matter. And when you have done this, may I tell you that in 
each of the 3 pairs there is 1 publication which is paying a postal rate of 11 
cents per pound while the other member of each pair is paying a postal rate of 
8 to 4 or 4% cents per pound (the latter figure depends on the percentage of 
editorial and advertising content in each case). 


Which pay 11 cents, which pay 3 to 414 cents? 

Which of each of the 3 pairs of similar and competing magazines do you think 
is the publication which is paying a rate of 11 cents per pound? And which pays 
the lower rate of 3 to 4 or 4% cents per pound? 

Why is there such a discrepancy in the rates paid by the two publications of 
each pair, serving identical fields in almost identical manner? As you have 
already guessed, one is a controlled-circulation business magazine, paying 11 
cents per pound; the other is a paid-circulation business magazine, paying 3 to 
4% cents per pound. 

As the current proposed bill (H. R. 5886) states, and as it has no doubt been 
stated before: 

“The Postal Establishment was created to unite more closely the American 
people, to promote the general welfare, and to enhance the national economy. 

“The Postal Establishment has been extended and enlarged through the years 
into a nationwide network of services and facilities for the communication of 
intelligence and dissemination of information, the advancement of education and 
culture, and the distribution of articles of commerce and industry.” 


THESE MAGAZINES CARRY OUT THOSE OBJECTIVES 


May I call your attention to the manner in which all of the publications that 
are before you carry out those objectives, namely, in the dissemination of impor- 
tant and valuable information to the specialized businesses and professions or 
areas of industry served by these publications. 

In fact, all worthy, specialized business magazines must meet those objectives. 
And I call your attention to the fact that the publications before you do meet those 
objectives, whether they be of paid circulation or controlled circulation. 


WHY THIS DISCRIMINATORY RATE? 


To find the beginning we would have to go way back into the history of postal 
laws, perhaps to 1879. At that time there was only one method of circulation in 
common use. Hence the law was, no doubt, framed originally without recognition 
of what might come about, and yet the only constant thing in life is change. 








ree SS 


f 
d 


al 
in 
on 


READJUSTMENT OF POSTAL RATES 617 


When, more than 30 years ago, controlled-circulation distribution came into 
use, there was obvious competitive opposition from those publishers who elected 
to remain with the older method. 

Finally, our group of periodicals has been largely discriminated against by 
totally unrelated and unintended legislation—a rider to an appropriation bill. 
Through misunderstanding, controlled-circulation business publications have 
been unintentionally included with fourth-class matter, taking the ratemaking 
authority away from Congress and giving it to the Interstate Commerce Com- 
mission. 

We are advised, however, that it was not the intent of Public Law 843, Gen- 
eral Provisions, 8lst Congress, to include controlled-circulation business maga- 
zines under fourth class. In fact, we have been told by the Honorable Vaughan 
Gary, of Virginia, who just left here, sponsor of the provision in the above ap- 
propriation bill, that our publications were not considered as part of the pro- 
vision when it was voted by the House; that parcel post, that is, bulk fourth- 
class matter, was the objective of the legislation. 

Although the discrimination was unintentional, it has nevertheless had a 
serious adverse impact and effect on our publications, by splitting them up 
into 2 distinct groups—1 comprised of publications weighing less than 8 ounces; 
the other made up of magazines weighing 8 ounces or more—and, most recently, 
there have been 2 rates of postage in existence. There has been a lower rate 
for those under 8 ounces; a higher rate for those over 8 ounces. Actually, 
Mr. Chairman, the condition of the weather on a given day can alter the weight 
of a publication. Likewise, trimming it slightly all around will accomplish 
the same result. 

Prior to the last action by your committee, 9 months ago, and before the in- 
advertent discrimination that I have just related, our publications had been 
set up properly together in a separate and single category of mail, with a uni- 
form rate of 10 cents per pound, without regard to whether a copy weighed over 
or under 8 ounces. And that rate was—according to language exactly similar 
to that in item (2) of section 105 of the present bill—to “remain in effect until 
otherwise provided by Congress.” 


WHAT THIS HAS MEANT 


Regardless of the intent of the measure that included controlled-circulation 
business publications. within either fourth class or third class—as the weight 
might be—the splitting-up process has resulted in— 

A different type of service being given to our publications than that accorded 
competing publications of paid circulation. 

Congress has not had authority to set rates for controlled-cireulation business 
publications weighing 8 ounces or more, but this has been within the province 
of the Interstate Commerce Commission. 

Therefore, controlled-circulation business magazines have not had comparable 
service from the Post Office, yet they have paid a far higher price for the inferior 
handling they have received—without adequate recognition of the service these 
publications are rendering to the Nation’s trades, industries, businesses, sciences, 
and professions and to the economy as a whole. 

Our purpose, therefore, in coming before you is to ask— 

A final and complete correction of the inequity of totally unfair com- 
petitive conditions under which our controlled-circulation business magazines 
are required to operate; 

That, once and for all, the status of our publications, as a group, be 
thoroughly qualified and defined ; 

That, as a group of specialized business publications, they be placed as a 
subsection of second class, with the understanding that we have no ob- 
jection to whatever rate of postage this committee may determine, with the 
consideration— 

That an equable postal rate for controlled-circulation business magazines— 
in keeping with the legislation agreed to by this committee and approved by 
both the House and Senate just 9 months ago—would seem to us to be the 
rate of 10 cents per pound which was provided by the last bill approved by 
this committee. In so doing, we recognize the fact that this rate is more 
than double that of competing publications now enjoying second class; 

That, furthermore, in so doing, we wish to emphasize and make it clearly 
known that our publishers are perfectly willing, as always, to pay any fair 
rate that may be set by the Congress. 
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WHAT PUBLICATIONS ARE INCLUDED? HOW DEFINED? 


Recognizing the need for a clear definition of what publications are to be 
included in the above proposals—recognizing the need for clearer statements 
that will implement them—we are ready to assist in preparing a statement 
covering these points, to aid in accomplishing the above objectives—if it is the 
wish of this committee that we cooperate in this manner. 

May we again respectfully suggest to the committee that there is no periodical 
published today that comes closer to being a textbook for occupational educa- 
tion than the specialized business magazine. 

Surely trade, technical, scientific, professional, industrial, marketing and 
merchandising magazines—as exemplified by those before you—are clearly 
within the concept of the original postal law. They are primarily designed to 
bring about the dissemination of useful information and instruction for the 
enlichtenment and advancement of their readers. 

This committee has always been more than gracious and understanding in its 
appraisal of our situation. The distinguished chairman has been and remains 
a paragon of patience and fairness. The former chairman, who is the esteemed 
ranking minority member, has always been most courteous and cooperative. 

We helieve the members of this committee either know the details of the 
story of the discrimination against controlled-circulation business publications, 
as evidenced by previous committee action, or will familiarize themselves with 
the background that is clearly evident in the recent voluminous record of com- 
mittee hearings. 

We reaffirm our belief that our publications have in the past and are now 
paying their own way. 

In conclusion, Mr. Chairman and members of the committee, we wish to thank 
you for your time, your courtesy, your interest and for the opportunity you have 
given us to again state our case for the record. 


Mr. Putman. My name is. Russell Putman. I am president of the 
Putman Publishing Co. in Chicago, and we publish four specialized 
bnsiness magazines s called Industry Power, Food Business, Chemical 
Processing, and Food Proc essing. I live in Michigan, in the town of 
Pullman. 

As the chairman has just stated I am talking for the controlled cir- 
culation business magazines, members of National Business Publica- 
tions, which ine identally is the largest organized endeavor represent- 
ing the business press. 

You have been supplied with a list of the members of our association. 

At the start I would just like briefly to state that there would. be 
no need for this appearance at all to take any of your time if the 
expressed desire of this committee had been earried out during the 
closing moments of the last session of Congress, and we certainly will 
remember and appreciate how the chairman of this committee intro- 
duced legislation which ultimately became an amendment to the bill 
reported out by this committee rectifying the injustice which our 
publications have been forced to contend with for several past years. 

It will also be remembered that that bill was passed by the House 
and the corresponding legislation later cleared the Senate commit- 
tee and the Senate only to be wrecked unfortunately, in the closing 
hours of the last session by actions of competing publishing organiza- 
tions which took advantage of a technicality to embarrass this com- 
mittee. 

So we are here again to make a plea which, we note, at least in 
principle the Post Office has recognized in the bill before you. 

However, the Department has seen fit to further add to our com- 
petitive disadvantage by seeking a higher rate than that recommended 
by this committee only 9 months ago. Let me explain as briefly as 
possible, if I can, what I wish to talk about by referring you to the 
three pairs of magazines that are before you. 








RT 
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You will find there three sets of publications in pairs. Each pair 
refers to a specific field or segment of business or industry. Two of 
these publications, one pair, deal with industry in general, or manu- 
facturing. Two of them deal with railroading. Two of them deal 
with what might be called chemical processing or chemical engineer- 
ing, or chemical manufacturing. 

T would like to ask you gentlemen to look through these publica- 
tions, look specifically at the editorial content, note the subject mat- 
ter, their headlines, and their illustrations, and when you have done 
that I tell you that in each of these three pairs there is one publication 
which is paying a postal rate of 11 cents per pound, while the other 
member of each pair is paying a postal rate of 3 to 4 or 414 cents per 
pound. That latter figure depends on the percentage of editorial and 
advertising content in each case. Which of each of these 3 pairs of 
similar and competing magazines would you think would be the publi- 

cation which is paying the rate of 11, and which will pay the rate of 
5 to 4 or 4144 cents? And as you look them over I think you will see 
the heart of our problem. 

As you have already guessed, this discrepancy is due to the fact 
that one is what is called a controlled circulation business magazine, 
That is the one that pays 11 cents a pound. The other is a paid circu- 
lation business magazine which pays 3 to 4 and 4% cents. I will not 
repeat here for the sake of brevity the purpose of postal rates and the 
bases on which they are set up. 

I think briefly we might say it is to promote the general welfare and 
enhance our national economy and to serve our business and our 
industries. 

Again, may I ask you to look at these publications and determine 
for yourselves whether all of them do not carry out these objectives 
of serving our businesses, our industry, and our common welfare; our 
national economy. 

In short, you see before you six illustrations of what might be called 
adult educational periodicals. In fact, all worthy specialized busi- 
ness magazines must meet these objectives. 

I submit all of them before you do. Why these discriminatory 
rates ¢ 

For brevity I will not go back to 1879 when the first laws that 
affected this were set up. At that time there was no such thing as 
controlled circulation 7 use to any extent—at least I doubt if there 
was any—and so the law was framed concerning paid circulation 
alone. When 30 years ago controlled circulation came into use for 
greater service to many of these fields, obviously there was a natural 
tendency to competitive opposition from those publishers who con- 
tinued to use paid circulation. 

Mr. Porrer. Would you make that distinction? I am a new mem- 
ber of the committee and I do not know the difference. 

The CuarrMan. You might explain what the difference is between 
controlled circulation and others. 

Mr. Purman. A paid circulation is one where on some basis some 
money has been paid by somebody. 

Mr. Rers. One is a subscription list and the other is not; is that it? 

Mr. Purman. Yes, sir; that is a definition. But may I clarify that 
a little further by saying this: That the theory is that the individual 
who receives the publication has paid something to receive it and 

89778—57——40 
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thereby expressed an interest in the publication. That is not neces- 
sarily true under the law. For example, I am a member of the Amer- 
ican Legion. I receive the American Legion monthly. That is part 
of my dues. I cannot escape it. I have not expressed whether I wish 
that publication or not. There are multitudes of associations with 
organs of that character. 

The Cuairman. That is true of all fraternal publications. 

Mr. Purman. That is right, sir. The same thing is true in many 
industrial or business magazines. If a company decides that they 
would like to have their people see a publication they may send sub- 
scriptions for a hundred copies and then they are assigned to certain 
people. The individual has again not expressed an interest in the 
publication. 

Mr. Porrer. Your idea is that these throwaways or these that are 
given out free 

Mr. Purman. That is what the competition calls them. 

Mr. Porrer (continuing). Should be treated differently than they 
are at present and not be charged as much. You have a definition. 
You said you would work one out with us in the last part of your state- 
ment. Would you define your thinking about it a little more exactly ? 

Mr. Purman. That has already been defined in Public Law 900, I 
believe. I am a-publisher and not much of a legislator. 

Mr. Porrer. I am just trying to find out what group you are asking 
change for. 

Mr. Purman. Section 203 of Public Law 900 defines it. Do you wish 
to have that read ? 

Mr. Porter. If it is not too long. 


Mr. Putman. It is one paragraph. 


Publications containing twenty-four pages or more issued at regular intervals 
of four or more times a year, 25 per centum or more of whose pages are devoted 
to text or reading matter and not more than 75 per centum to advertising matter, 
which are circulated free or mainly free, may, upon authorization by the Post- 
master General and under such regulations as he may prescribe, be accepted for 
mailing at the postage rate of 10 cents a pound or fraction thereof, computed 
on the entire bulk mailed at one time, but not less than 1 cent per piece, provided 
the copies of such publications are presented for mailing made up according to 
States, cities, and routes as directed by the Postmaster General: Provided, That 
publications owned and controlled by one or several individuals or business con- 
cerns and conducted as an auxiliary to and essential for the advancement of 
the main business or calling of those who own or control them shall not be 
accepted under this section. 


Mr. Porter. Do you agree with that? 

Mr. Putman. Yes, sir. 

Mr. Porter. You do not want it changed ? 

Mr. Purman. No, sir. The point that I have tried to establish in 
calling your attention to these publications is that there is no essen- 
tial distinction between the service rendered by these publications 
regardless of postage classification or postal rate. 

As a matter of fact, it is inherent in a good business publication that 
you must deliver a service to your audience or you do not stay in exist- 
ence. It is only on the basis of that service and that performance that 
such publications manage to stay alive in spite of the fact that they 
are paying 21% or 3 times as much as the paid circulation publications. 

Mr. Porter. The present bill has a provision in it which would re- 
peal or change that law, does it? 
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Mr. Purnam. The present bill as it is now constituted raises the 
rate to 12 cents and it distinguishes between those which are 8 ounces 
or less than 8 ounces and those that are 8 ounces or more, which is a 
purely arbitrary ruling and has nothing to do with the service ren- 
dered, and I might stress there that on a good damp day a publication 
will go over 8 ounces that would not go over 8 ounces on a dry day, 
or you can trim the margins sufficiently to put it from one classification 
into another. 

The Cuarrman. Are you protesting the increase from 10 cents a 
pound to 12 cents? 

Mr. Putnam. Yes, sir. We would like to ask that this be placed 
on the basis of what our costs are. This committee already established 
9 months ago the rate of 10 cents in their own recommendation on the 
basis that that was approximately the equivalent of cost. We do not 
ask for our publications to be carried at less than cost. We would 
like to have them remain at cost, and we would like also to have them 
given a comparable service, comparable to that of the paid publications 
with which we compete. 

In other words, we operate under a very highly discriminatory rate 
and we do not get as good a service in the Post Office. We are paying 
2 to 3 times as much and we are not getting the same kind of delivery, 
so what we are asking is a subclassification under second class which 
would give us the same kind of service from the Post Office. We do 
not ask the same kind of rates. We ask that the rates be based by this 
committee on the basis of what a fair price is for carrying those pub- 
lications. 

Briefly, if I may, I would like to touch on the point that we got into 
some of this situation completely without intent, that is, our publica- 
tions have been discriminated against by unrelated and unintended 
legislation, because of a rider to an appropriation bill. 

Through misunderstanding, controlled-circulation business publica- 
tions have been unintentionally included with fourth-class matter, tak- 
ing the ratemaking authority away from Congress and giving it to 
the Interstate Commerce Commission. 

We are advised, however, that it was not the intent of Public Law 
843, General Provisions, 81st Congress, to include controlled-circula- 
tion. business magazines under fourth class. In fact, we have been 
told by the Honorable Vaughan Gary, of Virginia, who just left here— 
sponsor of the provision in the above appropriation bill—that our pub- 
lications were not considered as part of the provision when it was voted 
by the House; that parcel post, that is, bulk fourth-class matter was 
the objective of the legislation. 

Although the discrimination was unintentional, it has nevertheless 
had a serious adverse impact and effect on our publications, and I think 
[ have covered those. 

To save time I will not go through them again, but let me stress 
that there is just an arbitrary division between certain types of these 
publications on the matter of weight, which has nothing to do, as 
far as we can see, with the service they render. We are not. getting 
equal service from the Post Office. Yet we are paying a terrificly 
higher rate. We would like to pay a fair rate and get equal service 
under the Post Office. 
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Mr. Chairman, I will close with this, in view of your request that 
we keep this as short as possible: 

I would like to point out that there is a great necessity for a clear 
definition of what publications are to be included, as the gentleman 
called attention to over here, and recognizing the need for clearer 
statements that will implement them, we have done quite a little 
study of this and we believe perhaps we might make some suggestions 
that will be helpful to this committee that we continue in this manner. 

Finally I want to say thanks very much for permitting me to appear 
before this committee. I appreciate the opportunity. 

The CuarrmMan. Are there any questions of Mr. Putman? 

Mr. Corserr. Mr. Chairman, I think that some of the mémbers 
of this committee who have been advocates of increased rates should 
be very pleased with this statement because the gentleman has indi- 
cated that he wants to pay the going rate on his publications. 

The Cuarman. As I understand it, your first request is that you 
be placed in a subsection of second-class matter. 

Mr. Putman. Yes, sir. 

The Cuarrman. All right, sir. Are there any other questions? 
Mr. Porter? 

Mr. Porrer. Mr. Chairman, the gentleman says that. recognizing 
the need for a clear definition of what publications should be included 
in the above proposals, he is ready to assist in preparing a statement 
covering these points. If that definition that you read is not sufh- 
cient, if we need any additional definition to identify your class of 
publication, I would certainly be glad to have a definition offered, 
because we have to draft an amendment to implement any of this 
which we might want to. We do need definitions. 

Mr, Purman. I am not positive that we can materially improve 
upon that definition, but there is a point of how this might be accom- 
plished in the proposed bill. 

Mr. Porter. Thank you. 

The Cratrman. If there are no other questions, thank you very 
much, Mr. Putman. 

Mr. Purman. Thank you, sir. 

The Cuarrman. The next witness is Mr. Samuel M. Pocker, vice 
aaa of the American Booksellers Association. I understand 

{r. Pocker is presenting the statement of Mr. Joseph A. Duffy. 


STATEMENT OF SAMUEL M. POCKER, VICE PRESIDENT OF THE 
AMERICAN BOOKSELLERS ASSOCIATION, ON BEHALF OF JOSEPH 
A DUFFY, EXECUTIVE DIRECTOR OF THE ASSOCIATION 


Mr. Pocxer. Mr. Duffy has asked me to read this for him. He 
appeared a couple of times last week. 

The Cuarrman, All right, sir. 

Mr. Porter. Mr. Chairman, the gentleman is familiar with the 
statement. I wonder if he could highlight it. 

The Cuatrman. Can you highlight your statement? It will be 
printed in full in the hearings. . 

Mr. Pocxer. The statement itself would only take a few moments. 
I think it is only 3 or 4 pages. 

The CuHarrman. It is only about three pages. 
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Mr. Pocxer. I think it is in a pretty concise form. 

The Cuarrman. Go ahead. 

Mr. Pocker (reading) : 

My name is Joseph A. Duffy. I live at 557 Pelham Manor Road, 
Pelham Manor, N. Y. I am executive director of the American 
Booksellers Association. I came into the book field over 30 years 
ago and have made my living in the book business ever since. I have 
been in constant touch with booksellers and their economic problems 
either as a sales executive selling to bookstores or in my present 
capacity as the executive head of the book retailers’ trade associa- 
tion. 

The American Booksellers Association, a membership organiza- 
tion of 1,400 stores, represents an estimated 90 percent of all retail, 
new-book business in the United States. ‘Though we number among 
our members a few of the larger department stores with book depart- 
ments, and 2 or 3 chain-store operations, the main portion of our 
membership is made up of small retailers doing between twenty-five 
and a hundred thousand dollars gross business per annum. 

These small hard-working business men and women put in long 
hours at a trade for which they make many sacrifices, and in return 
for which they reap small benefits in proportion to the cultural service 
they perform. 

Without this group of dedicated small-business men the whole 
structure of book distribution in American could not stand. The 
margin of profit is now so slim that it has become increasingly dif- 
ficult to attract young men and women to the time-honored pro- 
fession of bookselling. 

According to the most recent survey conducted by our organiza- 
tion—see appendix A attached hereto—the typical bookseller must 
be content with a 3-percent profit on an extremely scanty volume of 
business. Among other items his postage bill on incoming books 

each year is 1.6 percent of his overall expense. To this must be added 
another 0.5 percent for postage paid on books mailed to customers. 
So his postage cost of better than 2 percent of gross is a not incon- 
siderable item. 

The House bill, H. R. 5836, now under consideration, with its pro- 
vision for a 25- percent increase in the book rate will up the ae 
postage cost to 2.6 percent of gross and reduce his profits to 2.5 per- 
cent of gross, according to the figures presented in appendix A here- 
with. The proposed increase in the book rate is not, therefore, a minor 
matter. 

As a factor in the bookseller’s effort to compete with the magazine 
as a medium of information and entertainment, the postage differ- 
ential looms most important. The spread between second class and 
the book rate is perpetuated in favor of magazines under the new 
proposal. 

Here is one more drag on book reading in America. We have been 
cited for our backwardness in comparison with other countries in this 
regard. In spite of our material wealth and vaunted literacy we can- 
not claim a really representative popular support of book reading as 
part of our national culture. To extend the influence of bookselling 
to the thinly populated areas of our country we must resort to the 
mails. 
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If these proposed increases are enacted into law we will be still 
further away from reaping the full benefit to be derived from our 
national literature. 

The Post Office Department has suggested 50 percent of the full 
cost of carriage as a just standard for newspapers and magazines. 
Books now carry about 60 percent of their cost, according to Post 
Office Department figures in 1955. Books are doing more than their 
bit when measured against the magazine rate. Why penalize them 
still further ? 

Since the beginning of the war in 1940, the second-class magazine 
and newspaper increase has been 30 percent; first-class rates have not 
gree up at all; third-class rates are up 38 percent; but the book rate 

as gone up from 11% cents per pound, straight, to the current 8 cents 
on the first pound and 4 cents thereafter, or nearly 250 percent. The 
oom proposal will put books up well over four times the prewar 
level. 

On top of all this the postal rate increase on first-class, airmail, and 
third-class matter will be an additional item in the bookseller’s annual 
outlay. 

We appeal to your traditional understanding of our problem. Over 
the years, books have enjoyed special consideration from the Con- 
gress, warranted, we assume, by the special function books perform 
in times of peace and times of crisis. Certainly, these are times in 
which to foster our implements of sound judgment and human under- 
standing—namely, books. That which may seem to be a small item 
in the total national economy, or even a small item in the bulk of 
added postal revenues, is a most important item in the distribution 
of books. It is our hope that you will continue the current rate on 
books and strike the suggested increase from this bill. 

(Appendix A is as follows :) 
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Results of cost survey conducted among cross section of ABA members, 1955 
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The CuarrMan. Are there any questions of Mr. Pocker ? 
Mr. Santrancevo. Let me take an so of one particular book. 


Let us take Senator Kennedy’s book, Profiles in Courage. When "hea 


send it with a hard cover through the mails you pay the book rate 
Mr. Pocker. Yes, sir. 
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Mr. Santancexo. I have seen on the shelves in some of the stores the 
same book with a soft cover, selling for about 35 cents. When you put 
that through the mails, what do you pay ? 

Mr. Pocker. That would be 8 cents. 

Mr. Santance.o. That is not at the book rate. 

Mr. Pocker. No; that isthe book rate. The first pound is 8 cents. 

Mr. SantranceLo. When you send it with a hard cover what is the 
rate? 

Mr. Pocker. The rate is 8 cents for the first pound and 4 cents a 
pound thereafter, which would make that book probably from 12 to 
16 cents. 

Mr. Sanrancexro. In other words the rate is the same whether it is a 
soft cover or hard cover ? 

Mr. Pocxer. Yes, sir. 

Mr. SANTANGELO. I am just seeking information in respect to that. 
Thank you very much. Thank you, Mr. Chairman. 

The Cuatrman. Thank you very much, Mr. Pocker. 

The next witness is Mr. Richard E. Kline, of Forbes, Inc., New York 
City. Mr. Kline. 


STATEMENT OF RICHARD E. KLINE, VICE PRESIDENT OF FORBES, 
INC., NEW YORK, N. Y. 


Mr. Kurne. Mr. Chairman and members of the committee, in the 
interest of brevity, I think this testimony takes about 5 or 6 minutes, 
so I would like to read it, if that is agreeable to you. 

The Cuarrman. All right, sir. 

Mr. Krinr. My name is Richard E. Kline, vice president of Forbes, 
Inc., of New York, publishers of Forbes magazine and business and 
financial services. 

Forbes magazine has a paid circulation of 225,000 and is read by 
business executives, investors, and students of business and finance. 

I confine this statement to Forbes because that is the only one widely 
distributed and uses the second-class mail. Our other publications 
either use first class, airmail, special delivery, or fourth class. 

Forbes magazine analyzes the management plans and progress of 
leading corporations so that businessmen, investors, and students of 
business can learn what our leading corporations are doing and how 
their activities are affecting profits. 

We perform a vital service to business and investors, both large and 
small, by bringing them news and news interpretation of corporate 
developments affecting their jobs, their business, their investments. 

More than 98 percent of our circulation goes through the mail to 
paid subscribers. Practically 100 percent of our renewal subscrip- 
tions are secured by mail. Close to 90 percent of our new subscriptions 
are produced by mail. In other words, direct mail is a dominant fac- 
tor in our business, and any change in postage is of vital concern to us. 

That I think will interest the committee because it specifically 
answers some of the questions I heard asked yesterday. 

Last year we paid the Post Office more than a quarter of a million 
dollars in postage of all classes in the conduct of our business. To be 
exact, 256,205. This represents 12.6 percent of all of our expenses 
for 1956. To graphically illustrate how important postal rates are to 
the successful conduct of our business, we can tell you that a 30 per- 
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cent increase on our postage bill of 1956 would have meant a deficit for 
Forbes magazine. 

The argument has been advanced that publishers can stand increased 
postage because they can simply pass it along to their readers and 
advertisers. Forbes magazine has already made several substantial 
price adjustments in the past few years and does not think it can 
increase any further without meeting price resistance and curtailing 
our expansion. 

In July 1952 our subscription price was $4a year. Today it is $6— 
an increase of 50 percent. In 1952 our newsstand price was 25 cents. 
Today it is 50 cents—a 100 percent increase. During this period our 
circulation has risen from 124,000 to 225,000 and advertising page 
rates, which are based on circulation, have been raised from $1,200 to 
$2,300. 

You can see that we have taken steps to pass our increased costs 
along to readers and advertisers, 

Yet in spite of this—a modest increase in postal rates would result 
in.a deficit for Forbes magazine. 

The Cuatrman. Did your postage bill increase correspondingly to 
the other increases you cited ? 

Mr. Kutwe. I do not have the past figures, but I know that our 
postage bill has increased steadily over the years. 

The CHatrman. How much since 1952? You have given some 
statements there about your increase in the subscription price and in 
the advertising price. How much has your postage bill increased ? 

Mr. Kuine. Since 1952? 

The CHarrman. Yes. 

Mr. Kune. I am sorry. The auditors did not give me the figures 
for 1956. I cannot make a fair comparison. 

The CHatrman. All right. 

Mr. Kurne. There isa chart appended to this testimony which shows 
the advertising increases since 1950, and we have raised our rates to 
advertisers no less than 9 times over this period from 1950 to 1957. 

Since postal rate expenses are such an integral part of our opera- 
tional costs, we are greatly disturbed every time the question of postal 
rate increases comes up. It seems to us that all small businesses in 
our position are put in jeopardy by the fact that there is no well- 
established policy as to postal rates. This continual threat unfortu- 
nately makes it extremely difficult to plan ahead intelligently, and 
we hope that a definite post-office policy can be established by the 
Jongress so that we and thousands of other small businesses can make 
intelligent projections ahead as to the cost factor of postage expense. 

We know that during the early growth of our country, our wise 
legislators foresaw the need of disseminating information through the 
printed word. They arranged wisely for preferential treatment on 
postal rates on newspapers and magazines. The wisdom of this is 
more clearly evident today than ever before. 

This is an age of mass communication. Newspapers and magazines 
are an integral part of this communication system which has a great 
deal to do with our high standard of living because it enables manu- 
facturers and distributors to tell the entire country about new prod- 
ucts and services, and to stimulate a demand that has made possible 
the greatest national wealth in our history. 

Today, more than ever, the problem of maintaining our full-em- 
ployment economy is not a matter of producing goods as much as it 


READJUSTMENT OF POSTAL RATES 627 


is a matter of selling them. In this area magazines perform a dual 
purpose of disseminating and interpreting information at reasonable 
cost, as well as helping to maintain our economy by communicating 
information about new products on a national basis practically over- 
night. 

It is important for the continued prosperity of our economy to 
broaden our various markets. Forbes magazine serves the business 
executive and the investor market—a very important and influential 
segment of our economy. For without the confidence of the individ- 
ual investor and investment funds managers it would be difficult, if 
not impossible, for corporations to raise money economically for ex- 
pansion. We feel that whatever growth we can make in widening 
this market will prove beneficial to business and the economy in the 
long run. 

For bringing this market together in one cohesive audience we mail 
approximately 1 million pieces of third-class mail a month. Inci- 
dentally, every piece of third-class mail that we send out includes a 
first-class reply card or envelope and materially helps pay its way, 
I amsure. 

We use direct mail because we can best select our audience of busi- 
ness executives and investors. We use our regular 1-year offer at $6— 
do not resort to cut-price or short-term offers. We mail mail exten- 
sively in order to widen our market and to cultivate new customers. 
We think it wise to secure new readers by mail because we will be 
soliciting their renewals by mail. We know what it costs us to secure 
a new customer by mail, and if the cost rose too high we would either 
have to curtail our direct-mail activities or would substitute some 
other method such as extensive newspaper advertising, radio, direct 
field: selling, telephone selling, and so forth. This would actually 
restrict our use of the mails and reduce revenue to the Post Office. 

When Forbes magazine was established in 1917 by our founder, 
Mr. B. C. Forbes, he realized the importance of disseminating informa- 
tion to businessmen and investors. The editorial page of every issue 
of Forbes in the past 39 years has carried the Biblical quotation, 
“With all thy getting, get understanding.” 

We are in complete sympathy with the report made by Senator 
Olin D. Johnston and the Advisory Council on the need for estab- 
lishing a clear-cut congressional postal policy which would include 
the extension of more modern methods to increase the efficiency of 
the Post Office and decrease its expenses before any action is taken 
on a general rate increase proposal. 

We greatly appreciate the opportunity to present our testimony 
at this hearing. 

(Chart A accompanying the previous statement is as follows :) 


CuHarRT A 


Forbes magazine—Rate card record per page, 1950-58 


Date of rate card Forbes cir- | B & W page ] Date of rate card Forbes cir- | B & W page 
| culation | rate i] culation rate 
January 1950 | 100, 000 | $950 || January 1956 175, 000 1, 708 
April 1951_- | 100, 000 | 1, 050 \| July 1956_ - wl 200, 000 1, 950 
July 1952 126, 500 1,200 || January 1957-__ . | 200, 000 | 2, 100 
January 1954_- _- -| 126, 500 | 1,300 || July 1957_- ti | 225, 000 2, 310 
July 1955_ - ie 150, 000 1,460 || January 1958_._._._._| 150, 000 2, 564 
| | 
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The Cuarrman. Are there any questions of the witness ? 

Mr. Rees. How much does it cost to send the Forbes magazine 
through the mail? 

Mr. Kure. Accor ding to the figures I have, about 1 cent a copy. 

Mr. Rees. About 1 cent per copy ? 

Mr. Kure. In the mail. 

Mr. Rees. Do you not think that is a pretty favorable service to 
send a copy of your magazine for 1 cent? 

Mr. Kuine. Yes. I ‘think that is very favorable, but I think the 
economic vakue of the magazine and the fact that we can deliver it to 
small investors all over the country at an economical price is anseco- 
nomic fact of life. It is good or it is bad. 

Mr. Rees. You think it ought to go for that price because of the 
service it renders to the gener al public; i is that right? 

Mr. Kure. Because of its educational value; ; yes. 

Mr. Ress. Nevertheless, the people who get your magazine are only 
a small segment of the population of the country, are they not? 

Mr. Kune. Less than a quarter of a million; yes. 

Mr. Rees. The people who buy your magazine are sort of a select 
group, are they not? 

Mr. Kurne. Yes. 

Mr. Rees. They are mostly investors ? 

Mr. Kure. That is right. 

Mr. Rees. Do you not ‘think these investors would rather pay their 
own way than have their magazine subsidized by the general public. 

Mr. Kune. Let me explain it this way, if I may. 

Mr. Rers. Let me ask you this: I do not believe the policy of your 
organization is for subsidization at. all, it it? 

Mr.Kurne. No. We have services to the investor which go out first- 
class mail which sell for $54 a year and they are very limited in their 
distribution, whereas we have a mass magazine for wide dissemination 
at $6 a year. 

There are just two different factors, two different problems there. 
One we can control and get a price from the people who are willing to 
yay, but if we want everyone to enjoy the benefits of it we have to 
hav alow price. I think that is axiomatic. 

Mr. Rees. I am thinking about an org: anization, that is certainly 
in business for profit, and should be, that has increased its subserip- 
tion rates from $4 to $6 a year and increased its other prices consid- 
erably, but as that organization comes in here now it is not in favor of 
just adding a small increase to the 1 cent it costs to send a magazine 
through the mail. Isn’t there some inconsistency in this? 

Mr. Kurne. We have absorbed some second-class inc reases; modest 
ones I will admit. 

Mr. Rees. Very modest, yes. 

Mr. Kune. Incidentally, my publisher wanted me to make’ the 
statment that on first-class mail—and we are not just an average busi- 
ness user of first-class mail; we use it quite extensively in that we 
have services which are mailed first class every week—he would be 
would be quite agreable to seeing an increase there or having the 
freight carry itself if possible in the first-class area, more so than it 
does now. 

Mr. Rees. You would go for a 4-cent first-class rate, then ? 

Mr. Kuine. Yes, very definitely. 
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Mr. Rers. You would not favor a rate increase from 1 cent to, say, 
about a cent and a half to send this magazine through the mail ? 

Mr. Kune. No, I do not think so. It would hurt us very mate- 
rially. However, I think one point that has never been cleared up 
in my mind is that the Post Office is a public service and set up and 
they must maintain a certain number of employees and a certain 
system. 

The Cuarrman. You are in business for profit, are you not? 

Mr. Kxine. Yes. 

Mr. Rees. Do you think the general taxpayers of this country ought 
to help to put Forbes magazine through the United States mail ? 

Mr. Kune. No, I do not think so. 

Mr. Rees. The users of the mail should pay for it themselves, as 
a matter of right. 

Mr. Kune. They do. They are paying a share of the cost of dis- 
tributing it. I think the major share of the Post Office is first-class 
mail, actually, and they have to maintain standby equipment to de- 
liver the mail. 

Mr. Rees. You do not want the magazine to “go along for the 
ride” just because there happens to be room in the car ? 

Mr. Kuine. As a matter fo fact, I think a lot of third-class mail 
does go along for the ride and that is the reason they enjoy prefer- 
ential rates. 

The Cuarrman. About how many pages are there in your average 
issue ¢ 

Mr. Kurtne. I think the issue has been running about 60 pages. 

The CHatrMan. Sixty pages sent for about 1 cent through the 
mail ? 

Mr. Kure. Yes,sir. That is correct. 

The Crarrman. Are there any questions? 

Mr. Kurne. Thank you. I appreciate the opportunity. 

Thank you very much. 

The CHarrmMan. The next witness is Mr. Arthur E. Traxler, execu- 
tive director of the Educational Records Bureau, New York City. 

Mr. Rees. Mr. Chairman, Mr. Arthur Traxler is from New York 
City presently, but formerly from Emporia, Kans. 

The Cuarrman. He is from your home town? 

Mr. Rees. From my home town, Emporia, Kans., that is right. 
We are glad to have you here this morning, Mr. Traxler. 


6“ 


STATEMENT OF ARTHUR E. TRAXLER, ON BEHALF OF THE 
DIRECTORS OF STATE TESTING PROGRAMS 


Mr. Traxurr. I am Arthur E. Traxler, executive director of the 
Educational Records Bureau. The Bureau is a nonprofit educa- 
tional organization chartered under the educational law of New York 
State. Iam representing the Conference of Directors of State Test- 
ing Programs, an organization of leaders in State and National testing 
programs in schools throughout the United States. 

First, we wish to join with other groups in thanking the committee 
for making provision for shipment at the book rate of educational 
and cultural materials as set forth in section 107 of the bill. Our own 
group wishes to express particular appreciation for the inclusion of 
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marked, as well as unmarked, test materials in this category. Schools 
especially need relief from payment of first-class postage on bulky 
test material shipped to State universities and other centers for scoring 
and statistical services. 

The need is a growing one as the use of tests increases in the nation- 
wide search for talented students for training in the natural and 
social sciences in order to maintain and strengthen our Nation’s 
position as a leader of the free world. 

The committee’s recognition that tests are now an integral met 
of the educational materials used in schools and colleges “will, 
believe, be of much help to teachers in their efforts to use tests in gi 1in- 
ing better understanding of the abilities of their students and in 
providing instruction and guidance suited to those abilities. The 
special provision for these and other materials covered by section 107 
is consistent with the Congress’ policy of giving preferential rates 
to educational materials for the general welfare. 

At the same time, I would like to indicate some concern on the part 
of our group over the proposed increase in postal rates on books and 
educational films. All schools are, by their very nature, large users 
of books, and educational films are becoming increasingly important 
in the instructional and guidance work of the schools. 

The necessity of paying 25 percent increase in postage on books 
and films would, we believe, work something of a hardship on many 
schools and would tend in some measure to discourage the obtaining 
and use of up-to-date books on visual education materials in our 
schools. 

We, therefore, wish to express a hope that the committee will give 
further consideration to the feasibility of leaving the rate on books 
and educational films at its present level. 

Thank you Mr. Chairman, for the opportunity to present this brief 
statement. 

The Carman. Are there any questions? 

Thank you very much. 

The next witness is Prof. Thurston M. Reeves, Pennsylvania State 
University, representing the National Education Association. Mr. 
Reeves. 


STATEMENT OF THURSTON M. REEVES, ON BEHALF OF THE 
NATIONAL EDUCATION ASSOCIATION 


Mr. Reeves. Mr. Chairman and members of the committee, I am 
Thurston M. Reeves, assistant supervisor of audiovisual aids in gen- 
eral extension of the Pennsylvania State University. I am appearing 
on behalf of the National Education Association at the request of its 
executive secretary, Dr. William G. Carr. 

The National Education Association is a voluntary organization 
of more than 600,000 members of the teaching profession. Affiliated 
with the NEA are 66 State and Territorial education associations and 
5,500 local education associations. The combined membership of the 
NEA and its State and local affiliates is 1,100,000 teachers, principals, 
supervisors, superintendents, and members of college and university 
faculties. 

The interest of the NEA in the bill like H. R. 5836 is twofold. 
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First, as a matter of policy, the association believes there are im- 
portant educational benefits that arise from the fact that low-cost 
postal service is available to educational institutions and organiza- 
tions. This policy was recently reaffirmed in Resolution No. 27 
adopted by the representative assembly of the NEA in its annual 
meeting held in Portland, Oreg., in July 1956 and reads as follows: 

The National Education Association urges Congress to continue its long- 
standing policy of regarding the postal service as a means of conferring educa- 
tional benefits on all persons and organizations receiving printed matter, includ- 
ing audiovisual materials, through the mails. In particular, the association sup- 
ports the adoption of legislation that will assign to education and cultural ma- 
terial a postal classification that. gives adequate recognition to the purpose for 
which such material is prepared. 

In this connection, the Association reminds the committee of the 
chapter on educational use of the mails which was prepared by the 
NEA division of legislation and Federal relations for inclusion in the 
study entitled “Postal Rates and Postal Policy of the Post Office 
Department” (S. Rept. 1086, 83d Cong: ). 

Secondly, the NEA and its affiliated State and local associations 
are nonprofit organizations and hence enjoy some preferential rates 
for second- and third-class mail. In this connection we are pleased to 
note that H. R. 5836 does not propose any increases in the special 
second- and third-class rates for nonprofit organizations. 

Title I of H. R. 5836 proposes rate increases which in the opinion 
of the Post Office Department would help to bring into balance postal 
revenues and the cost of carrying the mail. Although we believe that 
the post office is a public service and not a business, we recognize the 
need for some increases in postal rates where it can be shown that 
the cost of a given postal service is much in excess of the revenues 
derived from that service and no clear-cut public interest in a 
preferential rate can be shown. 

We question, however, whether this is the case with respect to the 
rate on books and educational films. Section 107 of the bill proposes 
to increase this rate by 25 percent by 2 cents on the first pound or 
fraction thereof and 1 cent on additional pounds. 

Last year this committee reported a bill which carried a consider- 
ably smaller book rate increase in it.. The Post Office Department 
has indicated that this 25 percent increase will bring in an additional 
$5 million in annual revenue. It also stated that broadening the 
book and library book classifications to include additional educational 
and cultural materials would result in about the same annual revenue 
loss. This too we question in view of the fact that the testimony 
before this committee in connection with H. R. 5139 in the last Con- 
gress indicated that broadening of the classification for educational 
and cultural materials would not only encourage a wider use of the 
mails for sending of these materials but would result in a revenue 
loss of not more than $1 million. H. R. 5836 proposes no increase in 
the library-book rate. 

We therefore respectfully request the committee to amend section 
107 of the bill so as to retain the present general book and educational 
film rate at its current level of 8 cents on the first pound and 4 cents 
on additional pounds. 
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RECLASSIFICATION OF EDUCATIONAL MATERIALS 





The association is glad to see that H. R. 5836 includes in section 
107 many of the provisions of H. R. 6211 and H. R. 5197, both intro- 
duced by members of this committee. These are the bills to readjust 
the classification of certain educational and cultural materials ma- 
terials sent through the mails. Section 107 of H. R. 5836 would 
amend sections 204 (d) and (e) of the Postal Rate Provision and 
Federal Employee Salary Act of 1948 to include in the book rate 
sheet music and test materials as well as manuscripts for books, 
periodical articles, and music. The library book rate would simi- 
larly be extended to include sheet music, bound volumes of academic 
theses, and other library materials in the form of photographs or un- 
published manuscripts. 

MAILING PERMITS 


Section 107 also continues the special rates accorded audio-visual 
materials by the Carlson-St. George Act of 1953 (Public Law 141, 
83d Cong.). The association notes, however, that paragraph (3) of 
the new section 204 (e) proposed by H. R. 5836 would require the use 
of a permit for the mailing of audio-visual materials to or from 
schools, colleges or universities, or public libraries and nonprofit or- 
ganizations or associations. We call the committee’s attention to the 
fact that the Carlson-St. George Act does not require a permit for 
this purpose and that section 135.9 (b) of the Postal Manual ex- 
plicitly states that no permit is required for mailing of educational 
films and other audio-visual materials to or from nonprofit organi- 
zations or schools and libraries. 

We question the necessity for requiring the use of a permit for 
the mailing of educational films and audio-visual materials at the 
library book rate in the absence of any showing from the Post Office 
Department that there has been any abuse of this privilege. Indeed, 
we wonder whether it is necessary to continue the practice of requir- 
ing a permit for any mailings under the library book rate, since the 
Post Office Department can easily satisfy itself as to whether an 
organization is or is not organized for profit simply by checking with 
the Internal Revenue Service of the Treasury Department. 

We believe the Government is already amply protected by existing 
statutes against fraudulent use of the mails from any unauthorized 
use of the library book rate. We, therefore, recommend ‘that ‘the 
proposed section 204 (e) (3) be dropped from section 107 of the bill 
under consideration. 

POSTAL POLICY 


With regard to title II of the bill, the association agrees in general 
with the findings suggested in section 202 espevially with para- 
graph (4). 

With regard to section 203 (c) (3) proposing that postal service 
which have a public service aspect be administered as a charge on the 
general fund of the Treasury, we call attention of the committee to 
page 230 of the Senate Report 1086, 83d Congress, to which reference 
has already been made. On that page appears this recommendation : 

It is recommended that the Post Office Department be required to report 


separately on the cost of transporting mail within the second or third classes: 
to which an exemption is granted under present statutes. 
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We see no reason why the Post Office Department should not as- 
certain the cost of providing educational benefits through use of the 
mails in order that these costs may be recognized as a part of the 
public-service function of the Department. In this way, the mean- 
ing of the term “deficit” as applied to the operations of the Post 
Office Department would become much clearer not only to the Con- 
gress but to the general public as well. We do not speak of the 
many public services performed by other Government departments 
as deficit operations. The same should be true of the public-service 
functions of the Post Office Department, and we believe that the lan- 
guage included in title II of the bill should help settle this issue. 

We appreciate this opportunity to file a statement on H. R. 5836 
with the committee. 

The CHarrman. Thank you, sir. Are there any questions of Mr. 
Reeves ? 

Mr. Rees. Just one question: Are you familiar with the fact that 
the following statement in the present law establishing the book rates, 
“This rate shall apply only to such books as are addressed for local 
delivery, for delivery in the first, second, and third zone, or within 
the State in which they are mailed,” is omitted from the bills before 
the committee, thus giving a distinct advantage for book mailing? 

Mr. Reeves. This changes it so that the rate would be the same. 

Mr. Rees. That is right. Is that not a distinct advantage? 

Mr. Reeves. Yes, it is. 

The Cuarrman. Thank you very much. 

The next witness is Mr. Harold F. Hammond, executive vice presi- 
dent of the Transportation Association of America, Washington, D. C. 

Mr. Hammond. 


STATEMENT OF HAROLD F. HAMMOND, EXECUTIVE VICE PRESI- 
DENT OF THE TRANSPORTATION ASSOCIATION OF AMERICA 


Mr. Hammonp. Mr. Chairman and members of the committee, I 
have a very brief statement. 

The Cuarrman. Very well, sir. 

Mr. HamMenp. Actually it is only two pages. I think I will even 
try tosummarize that a bit for you. 

The CHamman. Very well, sir. 

Mr. Hammonp. My name is Harold F. Hammond. I am executive 
vice president of the Transportation Association of America, with 
general offices in Chicago, Ill. I wish to testify in support of section 
109, especially as it applies to parcel post, and to comment on section 
110 of H. R. 5836 and H. R. 5839. 

For the information of the committee, the Transportation Asso- 
ciation of America is a nonprofit research and educational institution, 
devoting its efforts to the devleopment and implementation of sound 
national policies aimed at the creation of the strongest possible trans- 
portation system under private ownership. It is an organization of 
transportation and general business interests of all kinds, including 
shippers, carriers, and investors, as well as individuals such as edu- 
cators, lawyers, and other professional men. I should like to empha- 
size that approximately 57 percent of our membership fall in the 
category of users of transportation services. 








634 READJUSTMENT OF POSTAL RATES 


The association’s board of directors, after careful study and con- 
sideration by special permanent advisory panels of experts in the 
user, investor, air freight, forwarder, highway, pipeline, rail, and 
water carrier fields, has adopted the following position which deals 
directly with section 109 of the two bills before the committee: 

Parcel post rates shall be adequate to cover all costs of the service, and the 
annual parcel post ascertainment reports of the Post Office Department shall 
include all costs properly attributable to parcel-post service. At periodic inter- 
vals the Interstate Commerce Commisison shall prescribe such parcel-post rates 
and practices as are necessary to put parcel-post service on a self-supporting basis. 

Section 109 of H: R. 5836 and H. R. 5839 would hereafter. require 
that Post Office Department contributions to the civil service retire- 
ment and disability fund be considered as costs of providing postal 
service for the purpose of establishing postal rates. Since a sizable 
portion of such contributions are directly attributable to parcel-post 
service, which this association believes should be self-supporting, we 
are strongly in favor of enactment of this section. 

Section 110 of the two bills also relates to our policy position, al- 
though more indirectly. It would permit existing pareel-post rates 
to remain in effect so long as costs do not exceed revenues, or vice 
versa, by more than 3 percent. Since parcel-post costs invariably 
exceed revenues, the effect of passage of this section would be to defer 
future increases in parcel post rates. Furthermore, this extra leeway 
would be sizable, running nearly $18 million, based on figures for fiscal 
1956. For this reason, we question the desirability of such a change. 

If the committee believes there is an actual need for some operating 
leeway in parcel-post ratemaking such as section 110 apparently is 
designed to establish, we think that it should be limited to a more 
practicable level, perhaps to 1 percent or a fixed amount such as 
$5 million. 

The reason why we feel that parcel-post service should be self-sup- 
porting is that it is competitive with many privately owned and oper- 
ated commercial transport carriers, including airlines, freight for- 
warders, truckers, railroads, and the Railway Express Agency. Not 
only must these carriers reflect their full costs in their rates, but they 
must also charge their customers an extra 3 percent in the form of 
the Federal excise tax on for-hire transportation service. Neither of 
these considerations is applicable to parcel-post service. 

To summarize, passage of section 109 of H. R. 5836 and H. R. 5839 
would help to ease this competitive disadvantage by putting parcel- 

ost rates more in line with the actual costs of performing the service. 
rhis, in turn, would mean a saving to the general taxpayers who 
are now assuming part of the costs of parcel-post service. 

Mr. Rees. You would make it 1 percent instead of 3 percent ? 

Mr. Hammonp. Yes, I percent. 

Mr. Rees. The amount involved is not always realized. 

Mr. Hammonp. Yes, it is a sizable amount. Say the revenues here 
ran almost $600 million; 3 percent of that would be around $18 million. 

The Carman. You suggest it be made either 1 percent or $3 
million ¢ 

Mr. Hammonp. Or say something around $5 million. We realize 
there must be some leeway there, but we do not think it has to be that 
much. I am sure they will take advantage of the full amount if you 
give it to them. , 


READJUSTMENT OF POSTAL RATES 635 


The Cuarrman. Who comprises the membership of the Transporta- 
tion Association of America / 

Mr. Hammonp. As I say, 57 percent are users. Well, Woolworth 
is a good example, Kresge’s—I am using some of those in these 
figures—International Har vester, General Mills, all types of general 
business. 

The Cuarman. Do you have some common carriers that also 
belong ? 

Mr. Hammonp. I was going to say we have all kinds of common 

‘arriers, airlines, trucks, buses, railroads, pipelines, and investors, a 
great number of insurance companies and banks across the country ; 
about 300 members in that category. 

The Cuarman. Thank you very much, sir. 

Mr. Hammonp. Thank you. 

The Cuamman. The last witness today is Mr. George J. Burger, 
vice president of the National Federation of Independent Business. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D. C. 


Mr. Bureer. I am speaking for small business, so our position is go- 
ing to be on one subject. 

Ll am George J. Burger, vice president and Washington representa- 
tive of the National Federation of Independent Business. I am ap- 
pearing here solely for the membership of the federation. 

We represent independent business and professional people in all 
vocations from all parts of the country. We have the largest directly 
supporting membership of any business organization in the country. 

Our position on legislation is dictated directly by our membership. 
We poll our members on all important issues, and are committed by 
their majority vote. 

The federation is currently completing a tabulation of its nationwide 
membership vote on the question : 


Are you for or against the administration’s proposal to increase first-class 
mail rates from 3 cents to 5 cents an ounce? 


When this question was presented to the members in Mandate No. 
228, the members were given “comments regarding issues listed on op- 
posite page of the m: indate.” 

The argument for the proposition was : 


One million dollars a day—that’s what operation of the Post Office Depart- 
ment is costing taxpayers. Treasury Department had to drain off $360 million 
from general tax collections in 1955 to keep it going, will have to dig up another 
$650 million in 1956 for it. This is shameful. The post office performs a service, 
and those who use the mails should pay for it. All the administration is asking 
is enough added revenue to pay the costs of operation and allow better services— 
for instance, routing of all first-class mail by air, where this is possible. 


The argument against the proposition was: 


A hidden tax increase—that’s what this adds up to. Most every taxpayer ia 
the land uses the mails, and therefore pays for the post office’s operation one way 
or the other. If rates go up will there be any tax cut? In its request, the admin- 
istration seems to be following the old tax line of hitting hardest those who 
squawk least—people who use first-class mail. This mail comes closest to paying 
its own way, but would be hit by the largest increase on any class mail. Business 
people, and small firms at that, use 75 percent of first-class mail. And most of 
their mail is local. 


SOTTS—H57- 41 
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The results of the poll on this issue, which was completed, Mr. 
Chairman, just a few days ago, show: 32 percent for; 63 percent 
against; 5 percent no vote. 

The poll was made on the proposal to increase to 5 cents an ounce 
on first-class mail and as the proposal has since been cut back to 4 
cents an ounce on first-class mail, it is important to note that in a 

nationwide poll of the federation membership in July 1953, through 
mandate No. 196, the question presented to the membership at that 
time was: 

Are you for or against the proposal to raise postal rates as follows: 

(1) First-class mail (intercity) from 3 cents to 4 cents; 

(2) Domestic airmail from 6 cents to 7 cents ; 

(3) Second-class mail, a 25-percent hike in 1953, a 17 percent hike in 1954 
(in place of scheduled 10-percent increase) ; 

(4) Third-class mail, a 3344-percent increase? 

And the result of that poll showed: 40 percent for; 57 percent 
against; 3 percent no vote. 

“Mr. Chairman, it is to be noted that in a period of almost 4 years 
between the above two polls it is self-evident that small business has 
a vital interest in the use of the first-class mail service because, for 
practical purposes, first-class mail, insofar as small business is con- 
cerned, is in some degree the lifeblood of their businesses, and hence 
their strong objection to any increase in that class of mail service. 

From what we read and hear it appears to small business that other 
classes of mail service are the ones causing the alleged deficit in the 
postal operations, and if this be so, then those classes of mail service 
should be expected to pay their own way and not charge the deficit 
to the first-class mail service, which is the one service hitting the 
hardest at both John Q. Public and small business. 

Finally, Mr. Chairman, due to the ever-increasing concentration 
in our economy, the failure in vigorous enforcement of the antitrust 
laws over the years, and the failure to come through with promised, 
expected tax relief for small business, small business today is faced 
with a serious condition as to their future business life, and if this 
first-class rate is increased it is going to add a further severe hardship 
to the burden small business is now already carrying. 

Mr. Chairman, we wish to advise that it is very encouraging to 
us, as we review the scene from the grassroots to note that small busi- 
ness nationwide—in all segments of our economy—is becoming 
aroused, and I mean aroused as to their continuing future in the busi- 
ness world, and I am sure that many Members of C ongress hold to 
the same opinion as a result of reviewing the letters they must be 
receiving from the grassroots. 

Thank you, Mr. Chairman. 

The Cuatmrman. You say you just finished sending out a question- 
naire to your members asking them : 

Are you for or against the administration’s proposal to increase first-class-mail 
rates from 8 cents to 5 cents an ounce? 


Mr. Buroer. Yes, sir. 

The CuairmaNn. This bill only calls for 4 cents. 

Mr. Burcer. That is correct. I made the comparison that at the 
time we polled, which was a current poll, the proposal then, as we had 
noted, was for a 5-cent rate. That mandate must have gone out in 
late January or early February, and since that time the proposed rate 
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was changed from 5 cents to 4 cents, so I qualify on that statement in 
the second page, the last paragraph, where in 1953 we made the same 
request to our membership on an overall rate increase on mail and the 
vote was in the negative. 

The CHatrman. Are there any questions ? 3 

Mr. Rees. I notice that in your letter of March 1956, directed to the 
chairman of this committee, you gave as your reason for opposing 
increases in first class rates that the Post Office Department was mak- 
ing a profit. 

Mr. Burcer. That is what we understand, Mr. Chairman. 

Mr. Rees. If it is not making a profit on first-class mail, you would 
not object then to an increase in the rate? ; 

Mr. Burcer. If the first-class mail is running at a positive deficit in 
the breakdown of the costs of the various mail services, then we nat- 
urally could not oppose it, but we want to be positive that the break- 
down on the dpaeatt operation is a true breakdown. Iam only talking 
on first-class mail. 

Mr. Rees. You do not want the other classes of mail to get the bene- 
fit ? 

Mr. Burcer. Exactly. 

Mr. Rees. You are not opposing increases in second-class mail rates ? 

Mr. Burcer. You notice in my statement we are confiining our re- 
marks exclusively to first-class mail. We are not making any com- 
ment on the other parts. Weare polling just what we are working on. 

The CHarrman, If it has been shown that first-class mail is not 
paying its way, even your organization would not be opposed to a 
4-cent rate ? 

Mr. Bureer. Mr. Chairman, if that is the fact, and it must be the 
fact, then we could not oppose it. 

The Cuarkman. Thank you very much for your testimony. 

Mr. Bureer. Thank you very much, Mr. Chairman. 

The Cuatrman. Before we adjourn, I have a letter here from former 
Postmaster General Jesse M. Donaldson. 

General Donaldson was with the Post Office Department for nearly 
50 years, served in many capacities, and when he left the Department 
served as Postmaster General. I do not know of any man who is 
better versed in postal operations than General Jesse M. Donaldson. 
He writes as follows: 


STATEMENT OF FORMER POSTMASTER GENERAL JESSE M. DONALDSON 


Mr. Chairman and members of the committee, at the invitation of your chair- 
man, Hon. Tom Murray, and Postmaster General, Hon. Arthur BE. Summerfield, 
I am happy to make this brief statement in support of H. R. 5836 and H. R. 5839, 
bills to readjust postal rates. 

I appeared before this committee in 1949, again in 1951 and again on April 
19, 1956, in support of increased postal rates. The Congress increased rates in 
1949 and again in 1951, but not to the level warranted by increased salaries for 
postal personnel, increased transportation costs and other costs of operating the 
postal service. This committee and the House approved rate increases last year, 
hut action was not completed in the Senate. 

This committee had the most extensive hearings on the subject last year and 
most of the members are familiar with the testimony before the commitee dur- 
ing the hearings. I had hoped that favorable legislation would be enacted last 
year to spare this committee further work on the subject of increased postage 
rates for some time. 

The bills under consideration contain provisions much the same as provided 
in the bill last year, with some modifications. Generally speaking, the provisions 
of these bills are as follows: 
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1. First-class mail—An increase on letter mail from 3 cents to 4 ceats per 
ounce, postal and post card from 2 cents to 3 cents, drop letters from 2 cents to 3 
cents, airmail letters from 6 cents to 7 cents, and airmail cards from 4 cents to 


5 cents. 

2. Second-class mail.—Four successive annual increases of 15 percent or a 60 
percent increase. Publications of a press run of less than 5,000 copies, and pub- 
lications of nonprofitable religious, charitable, fraternal, and educational organ- 
izations, not included in the increase. 

3. Third class.—Increased from 2 cents to 3 cents, with other provisions. An 
increase of 2 cents a pound for controlled circulation publications. An increase 
of 2 cents a pound on the first pound, and 1 cent on each additional pound for 
books. 

Postage rates are the same today as in 1932 for first-class mail and there has 
been only a small increase, percentagewise, in other classes of mail. The audited 
expenditures of the postal service today is around $3 billion, as against $800 mil- 
lion in 1982. There will be no decrease in the operating expenses in the years 
ahead, in fact costs will increase, and it is imperative that Congress take prompt 
action to increase the postal rates. 

There are some who argue that the Post Office Department is a service agency, 
and see no need for increased postage rates. They overlook the fact that they 
pay in taxes for money withdrawn from the Treasury to meet deficits. The 
Post Office Department is a service agency, but it is and should be a service for 
hire, for a fee, which was the original intent of the Congress, at the time the 
Department was established, and for many years thereafter. 

Congress has transferred the airline subsidy to the CAB and has authorized 
payment to the Post Office Department for handling of franked and penalty mail. 
They propose to identify and provide payment to the Department for services 
it performs in connection with mail for the blind and the subsidy for religious, 
fraternal, and educational publications. A realistic postal rate increase, now, 
would make it possible for the Postmaster General to set up books and records 
on a sound basis and permit financial reports to Congress on a sound and under- 
standable basis. 

I have studied the bills and have read the committee print (explanatory matter 
with respect to the recommendations of the Postmaster General) and I see no 
reason for any opposition to the proposed rate increases. I have discussed this 
matter with many persons, on the street, in their homes and at gatherings, and 
there is little, if any, opposition to the increase in the rates of first-class mail. 
Many wonder why there has not been an increase long ago. Four cents for a 
letter is the biggest bargain in existence. 

The increase on third class mail is timely. I have never known opposition 
to that proposed increase, except from the mailer. The public, the recipients 
of circular mail, are for the increase 100 percent. 

The increase on second class mail should not be opposed by any publisher. 
It is a modest increase, considering that second class mail is second in volume 
handled by the Department, and will still enjoy a substantial subsidy. 

The Postmaster General has presented a good case and furnished supporting 
data to justify the increases proposed in the bills. Having had experience with 
postal deficits, I would like to see favorable action on this rate increase very early. 

Mr. Chairman and members of the committee, I would have been happy to ap- 
pear in person before the committee and go into more detail, if it had been possi- 
ble. I appreciate the amount of time that you have given this over the last 2 years 
and I wish you success in getting the enactment of favorable legislation on the 
postal rate subject at an early date. 


I would like to state for the record that General Donaldson ap- 
peared before the committee last year in behalf of the postal-rate bill 
being considered at that time. He was then residing in Washington. 
However, since that date he has moved his residence to Kansas City, 
Mo. For that reason he was not able to appear here in person, so 
he is submitting this statement in lieu of his personal appearance. 

The hearing will stand adjourned until 10 a. m. tomorrow morning. 

(Thereupon, at 12:15 p. m., the committee was recessed, to recon- 
vene at 10a.m., Thursday, April 11, 1957.) 


READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


THURSDAY, APRIL 11, 1957 


House or RepreseNTATIVES, 
Comoirrer on Post Orrick AND Crvit SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuamman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to re- 
adjust the postal rates. 

The first witness this morning is the former Governor of the great 
State of Washington. We are pleased to have ex-Governor Langlie 
with us. He is now president of McCall Corp., New York City. We 
will be glad to hear from you this morning, Governor. 


STATEMENT OF HON. ARTHUR B. LANGLIE, PRESIDENT, McCALL 
CORP., NEW YORK, N. Y. 


Governor Lancitu. Mr. Chairman and members of the committee, 
as publishers of McCall’s and Redbook magazines and printers of 
upproximately 40 other nationally distributed magazines, the MeCall 
Corp. is deeply concerned by your committee’s proposal to increase 
postal rates for magazines. 

You have seen the studies made by other publishing companies 
which analyze the cost to the Post Cflice Department for handling 
inagazines. The Life magazine survey, I believe, concludes that big 
circulation magazines with relatively heavy weight are paying their 
own way at the Post Office. You have seen other similarly authorita- 
tive studies. We, too, have analyzed them and, in general, endorse 
their conclusions and reports. 

For example, we print approximately 40 nationally distributed 
magazines at our Dayton, Ohio, printing plant. Ninety-five percent 
of the mail-handling work on these magazines is performed entirely 
by our own employees and the magazines are put directly into bags 
which are all labeled for the proper destination, and the post-oftice 
employees do not have to touch the shipments until they get to destina- 
tion points where the bags are opened and the magazines distributed. 

But it is to the unstatistical area of this problem that I would like 
to address myself—to the idea of “public service” as a philosophy of 
the Post Office Department. It is an area of intangibles—and yet, I 
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think you will agree, that in the case of the Postal Department, these 
intangibles are bolstered by a brillant record of service to the Ameri- 

“an people over a period of 182 years. 

The postal service was, of course, designed by the Continental 
Congress—not as a means ‘of raising rev enue—but to provide a com- 
munications system which would aid in building a nation. 

Since then, a wise Congress has guided the Department so that it 
has paced itself to the constantly expanding g growth of the Nation. 
It deserves a large share of the credit for the. greatness of America 
today. 

It must, however, share these public service accomplishments with 
other privately owned proponents of the written word—newspapers 
and magazines—which have united, enlightened and educated our 
people. 

Throughout the years, the Congress and the Post Office, with un- 
derstanding and good judgment, have subsidized stagecoach and rail- 
roads, shipping, trucking and airlines. It operates third- and fourth- 
class post offices and rural free delivery—as public service and at a 
loss. It carries out nonpostal services such as public sale of United 
States savings bonds and stamps, handling flags for veterans’ burials, 
and acts as a collector for special fund-raising drives. It carries on 
many wonderful special services such as registered mail, special de- 
livery, on which it does not meet expenses. 

In spite of all this, the Post Office Department, as you know, leads 
all other governmental agencies in the percentage of operating costs 
recovered—88 percent. As a result, the Post Office has established a 
delicate balance between maximum service to the public and the pub- 
lie’s ability to pay for that service. 

In our opinion, this balance should be maintained. 

An increase in postal rates for magazines is not automatically 
advantageous either for the Post Office Department or for the country 
with whose welfare this committee and the Department are con- 
cerned. 

Actually, such an increase does not necessarily guarantee in- 
creased revenue for the Department. This increase results in higher 
operating costs for the publishing companies which, in turn, leads 
to reduced profits and results eventually in a reduction of Govern- 
ment revenue. 

More importantly, an increase in postal rates might do greater 
damage to the priceless intangible of the publishing industry. It 
might force publishers to do a less comprehensive, less authoritative 
job of reporting in their magazines—and so reduce the effectiveness 
of America’s greatest means of public education and enlighten- 
ment. The Post Office Department should not penalize magazines 
in this era of ideological conflicts and psychological and medical ad- 
vances when more and more people are turning to them for guidance. 

In the magazine industry today, skyrocketing costs make it difficult 
for publishers of worthwhile magazines to show a reasonable profit on 
the capital investments made. Some publishers have been more suc- 
cessful than others at the touch-and-go task of furnishing an eager 
public with a constant flow of high caliber, authoritative editorial 
matter, combined with sound advertising for America’s leading com- 
panies, and still show a reasonable margin of profit for their endeavors. 
Over the period of the last 10 years, to meet rising production and 
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labor costs, publishers have increased their subscription rates to the 
public, and their advertising rates to American business. Any addi- 
tional cost will be difficult to pass on to subscribers and/or advertisers. 
Such an increase would result in serious damage to many magazines 
which operate on extremely narrow margins of profit. 

The Post Office Department, like all other Government agencies, 
performs many public service functions for which it could never expect 
to be fully repaid. Like other agencies—State, Commerce, Health, 
Education, and Welfare—it depends on money collected in taxes to 
equal the difference between money expended for the public welfare 
and money received in payment for its services. 

It is in the last snekvad supported wholly by the American tax- 
payer—whether the Post Office Department receives its income from 
industry and individuals in return for services rendered, or as tax 
money Froth the Treasury Department to offset so-called deficits. 

An increase in postal rates on magazines would be an upping in taxes 
on the publishers and the publishing industry. We are opposed to it 
because it is discriminatory and because we feel that the time has come 
to reduce the tax burden if at all possible. Postal rates were increased 
10 percent a year in 1952, 1953, and 1954, or an increase of more than 
30 percent. The present increase would, therefore, if enacted, multi- 
ply the cost in 9 years almost 100 percent. 

Yes; we might try to pass on the resulting increased costs to our 
udvertisers, but are we not, in a sense, increasing taxes on American 
business? Or we might try to pass on these costs to our subscribers, 
but are we not increasing taxes for the reading public? 

If Congress were to give a tax reduction to business, those of us in 
publishing would, of course, benefit accordingly. Given a tax reduc- 
tion, some magazine publishers might willingly accept a postal-rate 
increase. A tax reduction would certainly be an incentive for maga- 
zine companies to strive to pay an increase, despite the fact that we 
hold the concept of the Post Office as a public-service agency to be 
paramount. 

However, any postal-rate increase, even if it were offset by a com- 
parable tax reduction, would work its greatest hardship on those 
publishing houses which are making no profits or where margin of 
profits are insignificant. 

In the history of our country, magazines have played an active 
part in presenting a written word to the American people for educa- 
tion, inspiration and entertainment. To do this effectively calls for 
extensive editorial competence for a magazine’s true value is in the 
expensive, time-consuming creativity which fine journalism demands. 
Its value is in the ideas, ideals, manners an morals which they com- 
municate. 

The Post Office Department, dedicated to public service, should not 
take any action which would injure so important a media. 

The time must come, and we believe it is here, when you should 
think in terms of reducing taxes on American business and industry. 
Such a reduction would promote greater initiative and enterprise and 
strengthen our vibrant and expanding economy. 

Gentlemen, that is a general statement, and I would be very happy 
to discuss with you any questions concerning this matter that you 
would care to ask me. 
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The Cuatrman. Governor Langlie, is your corporation controlled 
or owned by the Hearst interests? 

Governor Lanauiz. No. 

The Cuatrman. There is no connection ¢ 

Governor Laneuie. Not the slightest. 

The Cuarrman. You say you have 40 other publications besides the 
McCall’s and Redbook magazines that you print ? 

Governor Lanetir. We contract with many companies to print 
their magazines at our Dayton printing plant in Dayton, Ohio. It 
is the largest magazine-printing establishment in the world. 

The CuarrmMan. How long have you been connected with the McCall 
Corp. ? 

Governor Laneutr. I started with them on February 15. 

The Cratmman. You have not had much opportunity to look into 
the question of postal rates, have you ? 

Govrnor Lane. No; only to the extent that I have reviewed the 
material, what it costs our company, and what our profit and loss has 
been, for example. 

The Cuatrman. What is your total postage bill? 

Governor LAnGire. Our bill in 1956 was $2,260,000 for all classes. 

The Cuamman. How many publications were sent out ¢ 

Governor LANGLIE. Two. 

The Cuatrman. I am talking about individual issues. 

Governor Lanouir. We have approximately a 5 million circulation 
in McCall’s that goes out 12 months a year. We have about 2.4 million 
in Redbook, and | that goes out 12 months a year. I cannot give you 
that total there. 

The Crarrman. That makes 90 million for the year, does it not? 

Governor Laneitr. About that. 

The CHatrman. Between 85 million and 90 million. 

Governor Lanetir. Yes, sir. 

‘The Cuairman. And your total postage bill is how much? 

Governor LANGLIE. $2,260,000. 

The CuatrMan. Is that just your second-class mailing bill? 

Governor Laneuir. No, sir. That is our total bill. 

The Cuamman. How much of your total is for first-class mail ? 

Governor Lane. About. $300,000. 

The Chairman. How much for third-class mail ? 

Governor Lanexie. About $600,000. Third class is $600,000 and 
first class is $300,000. 

The Cratrman. You are opposed to increasing the first-, second-, 
und third-class mail, are you? 

Governor Laneuie. No. I do not want to take an adamant posi- 
tion against any increases because having served a considerable length 
of time, some 21 years, in Government, and being very anxious to 
have services of Government paid for to the extent that it is possible 
to do so, I am in complete sympathy with the efforts of the Post. Office 
and this committee to invoke some type of increase that magazines 
at this time can carry. What I am anxious to point out to this com- 
mittee is simply this: That as a public official when this matter first 
came up—and I did not retire from public office until January 15 of 
this year—I was in complete sympathy with the proposals that were 
made here. During this period that I have been working in this 
business I have tried thoroughly to understand what this would 
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mean to the magazine industry. I think you can appreciate that in 
a relatively short time I have been trying to soak up a lot about an 
industry, and I am personally conv inced after seeing the other side of 
the picture—and I say this in all sincerity; otherwise I would not 
be here—that the magazine industry today is in a most difficult posi- 
tion to absorb very many additional costs in this field without doing 
some serious damage to it. 

The CuamrMan. What increased costs have your publications had 
in labor wages ? 

Governor Laneuie. They have gone up between 60 and 80 percent 
in the last. 10 or 12 years. 

The Cuairman. What about your printing bill out at Dayton? 

Governor Laneuiz. Paper costs have gone up 50 percent. The 
costs of mail have gone up, as you know, around 30 percent. 

The Cuamrman. That is on your second-class mail matter. 

Governor LaNnGutr. Yes, sir. 

The Cuarrman. The 30 percent. 

Governor LanGuir. That is right. Generally speaking, we have not 
been able to increase revenues. 

The CuarrMan. Have you increased your subscription prices over 
the last 10 years? 

Governor Laneute. Yes, sir, we have. The subscription price is 
now. $3 per year and the newsstand price is 35 cents per copy. 

The C HAIRMAN. What was the former price? 

Governor Lanetiz. At one time they were down, in 1942, to 15 
cents. Our advertising rates at McCalls and Redbook in the last 10 
years have been doubled. 

The CuarrmMan. That is per page, or just your total revenue? 

Governor Laneuie. The per page cost. However, that takes into 
consideration the fact that our circulations have almost doubled, 
which means that we have a lot of costs going into those additional 
revenues. 

The Cramman. With all these increases in the cost of operation, 
do you not think it is only fair and just that you pay an increase 
in your postage to help wipe out this tremendous deficit of the Post 
Office Department ? 

Governor Laneire. Mr. Chairman, I[ think one thing you have to 
understand as you get over on the other side of this picture is that 
we are really carrying our load. 

The Crarrman. You know Secretary of the Treasury George 
Humphrey quite well, do you not ? 

Governor LaNGLiE. Very well. 

The CuarrmMan. He isa very able executive. 

Governor Laneuie. He certainly is. 

The CrarrmMan. Do you not generally believe that his views are 
sound ? 

(governor Lanerir. I certainly do. 

The Cuatrman. I want to read to you a letter sent to me by the 
Secretary of the Treasury: 

THE SECRETARY OF THE TREASURY, 
Washington, March 22, 1957 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington 25, D.C. 
DEAR CHAIRMAN Murray: In connection with the hearings before your com- 


mittee on legislation to adjust postal rates, I should like to ask that this state- 
ment in support of H. R. 5836 be read into the record. 
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The need for placing the finaacing of the postal service on a sound, self-sus- 
taining basis becomes more imperative each year. It is particularly urgent now 
that we cut down on all unnecessary Government spending. The present sub- 
sidy of the postal service to users of the mails is an extravagance and a luxury 
that the taxpayers cannot afford. 

To those who justify such a subsidy on the ground that the Post Office Depart- 
ment should be considered as a public service institution, let me say this: When- 
ever any commodity or any service is priced below cost, wasteful use of it is 
encouraged. Part of the present load on the postal service comes directly from 
our rendering these services for less than their rea} value. 

We must all bear our fair share of the load if we are to keep the Federal 
budget down within reasonable bounds. The annual outlay which the Govern- 
ment has to pay to cover a heavy postal deficit is a very obvious place where our 
expenditures are out of line. 

We cannot further justify dodging the cost of mail deliveries and passing it 
on to our children. That is what we do when we fail to put the Post Office De- 
partment on a pay-as-you-go basis. The postal deficit which has averaged nearly 

half a billion dollars annually over the past decade, has necessarily been added 
each year to the public debt and has steadily increased the interest burden of 
the debt. 

I hope the Congress will approve this bill, thereby helping to reduce the Fed- 
eral budget and letting users of the postal service pay fairly and equitably for its 
use in proportion to their respective benefits. In addition, passage of the bill 
will lead the way toward the improvements in equipment and facilities which 
are so sorely needed to give the American people the mail service they deserve 
and have the right to expect. 

Sincerely yours, 
G. M. HuMPHREY, 
Secretary of the Treasury. 


The Cuatrman. Do you agree with his philosophy ? 

Governor Lanerir. I certainly agree with Mr. Humphrey’s philos- 
ophy and I believe it is the obligation of the administration to take 
the technical side of their problem and present it to Congress, but 
I am also a great believer in legislative processes of our country. 
They are looking at this problem from the standpoint of the Govern- 
ment and the business of the whole Government as they see it. They 
are trying to harmonize the problem of balancing the budget and 
converting funds into those uses that they think are to the greatest 
benefit of the country as a whole, and that is their job, but they have 
not held hearings on this thing and the place for that is here before 
these congressional committees, which you gentlemen for month after 
month spend your time doing, giving those who have information, 
that is not available to Mr. Humphrey or to the Postmaster General 
about a specific business, an opportunity to tell you certain facts that 
are elemental in trying to determine what is good for this country in 
the days ahead, and that is an important function. 

As a member of the City Council of the City of Seattle years ago 
I learned one of the most valuable lessons in government that I ever 
learned. I had my mind all made up on a matter before I went before 
the council to have a hearing. The hearing was perfunctory. I knew 
what was right and I wanted to do what was right, and I even told 
some people what my attitudes were going to be on it, but I heard 
from a lot of people, people who lived out in the area where we were 
deciding this problem, and they brought up some facts that made that 
thing different. They pointed out how it would react against the city 
and ‘against their section, and I found that it is unwise to make final 
decisions about matters that affect the whole c ity or country without 
being sure that you have all of the facts. 
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I want to tell you this about the McCall Corp.: I come in here and 
have been given the responsibility to try to give some administrative 
leadership to that company. Last year we paid $940,000 in taxes to 
the Federal Government. We retained $705,000 in net profits. We 
paid $2,260,000 in postal rates. An increase on the postal rates on 
the basis of this particular bill will practically wipe out any profits. 
Our shareholders, who have a terrific investment in this company, 
got 30 cents a share per quarter last year, or $1.20 on their investment ; 
but for 1957 the rate per quarter is 15 cents per share or an indicated 
annual return of 60 cents. 

The Cuarrman. What is the par value of the stock ? 

Governor Lanes. The stock has no par value. The market price 
is now fluctuating between $14 and $15. It has been up as high as $70 
in years gone by. This is a solid company, but the operating costs have 
caught up and when you talk about passing these things on to the 
public, those have been passed on to the extent that you can. 

However, this publishing business is a highly competitive business 
and all are struggling in a sound way to try to put before the American 
people magazines of editorial value, especially those that are more 
seriously affected by this measure. 

You say to me, “Well, you are not paying your way.” But we are. 
The Federal Government is our partner. 

The CuatrmMan. You don’t think you are paying your fair share of 
the postal bill, do you? 

Governor Laneiiz. We are in many ways. I do not know how 
you can evaluate any business paying its fair share. Many are pro- 
tected by tariffs. Others are in business purely because they have 
Government business and Government contracts. Others are pro- 
tected by monopoly regulations so that they are assured in making 
a profit, and many of them at the expense of the general taxpayer. 
We come into a business that is in a sense an educational program for 
the people of America. We certainly believe in the written word and 
in the field of communications, and we have always encouraged it and 
it is the one reason why we have a vibrant economy in this country 
and why people have an interest in acquiring new tastes for goods and 
materials, and the magazine people have gone out and fought to get ad- 
vertising to make it possible to create these interests in better homes, 
and better clothes, and better health, and other things. 

It is a program that the magazine industry has carried and fought 
for, and they have to an extent been able to do it because they could 
distribute economically the products that they produce. 

However, I am concerned, and I know all the publishers are, that 
if we get these rates up too fast we may cause distress in this particular 
area. There have been a number of magazines fold and we had to 
fold two magazines last year. 

The Cuarrman. Not because of postage rates now. 

Governor Lanattr. No, sir; but because of costs that have gone up. 

The CuHatrmMan. Other costs besides the postal rates caused those 
magazines to fold up. 

Governor Lane.te. Yes; the general inflationary costs that come 
along. 

Mr. Rees. Mr. Chairman. 

The CHarman. Mr. Rees. 

Mr. Ress. What is the total cost of operating your business, leav- 
ing out this extra printing? What is the total cost of your operation 
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of McCall’s and Redbook? I believe they are the principal ones where 
you use the postage. 

Governor Lanett. Production costs and other operating expenses 
for 1956 were $44,781,000. That was production costs. Selling and 
administrative expense was $11 million. The depreciation was $1.3 
million and Federal income taxes were $940,000; other taxes were 
$841,000, 

Mr. Rees. Your total production costs are about $50 million? 

Governor Lanauie. Yes, sir. 

Mr. Rees. You paid $2,260,000 for postage ? 

Governor Lanette. Yes, sir. 

Mr. Rees. Therefore, we are talking here about one-fortieth of your 
total operation in all three classes of postage? 

Governor Laneuie. We are talking about twice as much for second- 
class postage alone as we earned on our total sales last year. 

Mr. Rees. I am trying to find out now what percentage of your total 
cost of operation was for postage. 

Governor LAneuir. Our total sales were $60 million and postal costs 
were $2,260,000 of which second-class postage was $1,360,000. 

Mr. Rees. What I am taking into consideration is, in round num- 
bers, about how much it costs to put out the McCall’s and Redbook 
Magazines, adding everything that there is to charge, which totals 
about $50 million, does it not ? 

Governor LANGLIE. No, sir. 

Mr. Rees. You gave me a figure of $44 million. 

Governor LAnGutr. Yes, I did, but I am talking about the total Mc- 
Call statement. We have 4,600 employees. About two-thirds of those 
or a little better are employed at the Dayton plant. They are print- 
ers and technicians who work in that area. 

Mr. Rees. The question I asked at the beginning was how much it 
costs to put out the McCall’s and Redbook or any other magazines 
whereby you incurred this postal cost. 

Governor Laneuir. I see. Let me see if I can quickly find that 
figure for you here. I do not know that it is broken down in our gen- 
eral statement here and I do not hi uppen to have a detailed statement 
with me. 

I am very sorry, Congressman Rees. I cannot give you the detail 
on it. May I just say this as a general statement on it: In Redbook 
we made $34,000 net profit last year. In McCall we had a slight oper- 
ating loss. If it had not been for our profits in the printing business 
we would not have shown a net profit during the year. 

Mr. Rees. What I am trying to find out, and I have asked a number 
of other publishers a similar “question, is approximately what share 
of the total cost of your operation is the postal cost. That is what I 
am trying to find out ; $2,260,000 is what part of the total cost of your 
operation ? 

Governor Laneuie. I will get that figure for you exactly, Congress- 
man Rees. It is not difficult tohave. I just do not happen to have the 
breakdown here to make it available to you. 

The itemized costs as segregated of McCall’s as against Redbook 
divided up from the rest of our operation I cannot give you, but I will 
get it for you and present it to you before this afternoon. 

Mr. Rees. All right. 
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(The information is as follows :) 

Total postage costs in 1956 amounted to 8 percent of the total cost of operation. 

The operating cost of publishing McCall’s Magazine for the year 1956 was 
$23,769,000. The cost of second-class postage alone for McCall’s ran $1,085,000 
of the $23,769,000. 

Redbook’s total operating cost ran $6,160,00 for the same period, and of that 
amount $251,000 was chargeable to second-class postage. 

In addition to that, the McCall Co. as a whole spent $900,000 during 1956 for 
first- and third-class mail. 

Mr. Rees. $2,260,000 is a lot of money. We know that. However, 
what share of the total that represents is the thing that is important. 

Governor Laneuie. Yes, sir; it is. The point I wanted to make 
here is whatever profits we make in the publishing business, we pay 
52 percent of it to the Federal Government, and we are as interested 
and I think every business in the country is interested in sustaining 
employment. We believe that it is important to keep everybody we 
can in business, each rendering their service. I do not know how 
you are going to evaluate who is actually paying a given bill, because 
the complexities and the intangibles of the situation are rather in- 
volved. Many private employment agencies or private businesses get 
valuable services from the Federal Government that they never pay 
for, but we are all paying taxes. 

Mr. Rees. What we are faced with is the fact that apparently 
there is a difference between what it costs the Government to handle 
this mail and the amount of money we take in for doing it. That is 
a rather simple statement. 

As a committee of Congress we are trying to figure out just what 
shall be done about it. Shall we charge the deficit, or the difference 
if you do not like to call it a deficit, to the Federal Government, or 
shall those who use the mail for profit pay a part of the additional 
cost’ Lam just trying to find out. 

Governor Lancuiz. No, Congressman. I want to be very clear on 
that point, because I do not want to be misunderstood. 

- If it were practical and possible in the interest of the country to 
collect every dime that it costs the Post Office Department at this 
time for carrying the mails and that cost could be equitably dis- 
tributed to everybody concerned, I would be one of the first ones to 
say, “Let us do it,” but as you so well know from your years of service 
here—— 

Mr. Rees. Three times on this question. 

Governor Laneuiz. Yes, sir. As you so well know, this problem 
is not easy or it would have been solved long ago. The difficulty, 
first, is equitable assessment of this cost. 

Mr. Rees. We realize that. 

Governor Laneéuie. Secondly, the public interest that must be 
served, 

Mr. Rers. That is right. We are trying to thing that through. 

Governor Lancuie. For years we do things and we get into a pat- 
tern, as we built up protective tariffs, and we all would say, “Well, it 
would be far better in this world if we could just have free trade.” But 
we know the dislocations and the problems it would generate, so we 
try over a period of years to gradually wear this thing down. 

All I am suggesting here—and I want to be very sincere about 
this, and this committee is the one that unfortunately has to de that 
job—it cannot be done by the Post Office Department 
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Mr. Rees. We do not mind the responsibility that goes with it. 

Governor Lanetie. It cannot be done by the Post Office Department 
because they cannot get the information poured at them day after day 
that you people are here to get and listen to. 

Mr. Rees. And we are gla ad to do that. 

Governor Lanerre. I know that, sir. All I am suggesting is that 
it has to be so carefully evaluated if your job is well done that you 
do not overburden a lot of payrolls that are doing their best to get 
into a better position under a burden of 52 percent taxes when they 
have a good year and struggle along with all the expenses when they 
do not. We are in partnership with the Federal Government. We 
are in partnership with other beianneies throughout this country be- 

cause every employee we have is paying taxes to the Federal Govern- 
ment and they are all buying commodities and they are keeping the 
economy of this country going, and we are anxious to stay in business, 
everybody that can in the publishing business, and try to do a good 
job. 

Mr. Rees. We are anxious that you stay in business too. There is 
no question about that. 

Let me ask you this one question: As a businessman, and recently 
having gone into this particular business, you want to pay a fair share 
of the costs of the postal service you receive, do you not? You do not 
want to say “We aren’t going to do anything about it. 

Governor Lanattz. No, sir. 

Mr. Rees. You are willing to go along to some degree, whatever 
that is? 

Governor Laneutr. Yes, sir; and I am willing to trust the judg- 
ment of the committee here if they will just get all the facts. 

Mr. Rees. Thank you. 

The Cuarrman, Mr. Porter. 

Mr. Porter. Mr. Chairman, I want to say first that I am amazed 
what 2 months in the new job has done to this gentleman’s opinion 
of Secretary Humphrey, that he has been ill-informed, and he ap- 
parently feels Postmaster General Summerfield is incompetent. I 
want to say that Postmaster General Summerfield sent a chart, Mr. 
Langlie, to Mr. Holitield of this committee yesterday, showing nat 
the Ladies Home Journal loses $1,917,000 a year for the post oflice. 
take it you disagree with the computations by which he arrived e 
that figure. 

Governor Laneuiz. I did not follow you, Mr. Porter. 

Mr. Porter. This is the volume of revenues and estimated han- 
dling costs of selected second-class publications based on one issue, 
and it shows here for the Ladies Home Journal and various other 
magazines—I do not have McCalls on here, but Ladies Home Journal 
is somewhat comparable, is it not, to your publication—McCalls? 

Governor LANGLIz. We do not ‘think so, but I think other people 
do. 

Mr. Porrer. I recognize your position. 

Mr. Hempeni. Here is McCalls from last year. 

Mr. Porter. Thank you, Mr. Hemphill. The revenue from Mce- 
Calls for 1955. was $1,097,000, and the cost to the post office by Mr. 
Summerfield’s calculations was more than twice that, $2,804,000. 

I take it you do not agree with those computations. 
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Governor Laneitr. No; I do not. I think the ye made by Life 
magazine demonstrated that the computations of the Department 
did not take into consideration the cost that we pay by reason of weight 
and the handling of it that is done by those of us who publish these 
heavier magazines. 

Mr. Porter. Governor, you are more willing to take what Life says, 
obviously an interested party like yourself, than you are what the 
Post Office Department says in a matter like this? 

Governor Laneuie. I do not want to be placed in the position, Mr. 
Porter, of trying to be the final authority as to what is the truth. 
I think that is a responsibility of this committee. 

Mr. Porter. We recognize that. 

Governor Lanauir. I do not believe that members of this committee 
should accept without considerable study and careful analysis what 
the Post Ollice Department puts in, despite the fact that I believe 
they are very honest people and very sincere. These things are not 
white or black. They are opinions that are developed in the Post 
Office Department from making certain studies of their own records 
and their own experiences, but you do not have to make much of a 
miscalculation to throw cost studies completely off, and I think there 
is a very deep difference between studies that have been made regard- 
ing proper assessment of costs on this magazine-distribution business, 
but 1 say this, and I want to be very clear on this: I am not asking 
you to accept my opinion or Life’s opinion or anybody else’s opinion, 
much less the Post Office Department’s opinion. 

Mr. Porter. We are not going to, I am sure. 

Governor Laneuir. I think you have the responsibility of searching 
for the truth on this, and if you find it you will make a correct 
decision in the benefit of the country. All we want to be sure of is that 
we present to you to the best of our ability our problems in the business, 
because we think that people do generally believe that the better 
magazines of the country represent a real service to the people, and 
if they do they should be encouraged to continue in competitive efforts, 
employing people, encouraging advertising, stimulating the economy, 
and making gains. 

Mr. Porter. Governor, of course, we want to help business. There 
is no question about that. I noted a moment ago you told Mr. Rees 
that you believe that you should pay your fair share. 

Governor Laneuie. To the extent that we are able to do so. 

Mr. Porter. I would be interested to know whether you have in 
mind any particular percentage that the Government ought to pay in 
subsdizing second-class mail. 

Governor Lanete. No; I said that I hoped the day would come 
when these services could be fully paid for. I hope that there will not 
be the necessity for the Government to subsidize other industries by 
protecting them in certain rights that they have and so forth and pay- 
ing for Federal services to them. : 

Mr. Porrer. Then your position is that, because the publishing 
industry is in such a precarious position today, these additional 
increases that we are considering here now would push them over the 
brink and would cause a great economic disaster ? 

Governor Laneutr. Mr. Porter, I cannot say that. 

Mr. Porter. Well, you have said that. 
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Governor Lanerte. I am not an economist to the extent that I 
know what is going to happen. I am merely pointing out the condi- 
tions under which | many publishing houses an presently operating. 
I am telling you about their profit-and-loss statements, their problems 
of increased costs, and the necessities that they have for trying to meet 
those costs and still keep sound editorial policies and sell their m: uga- 
zines to the public. 

Mr. Porter. We have had several publishers in here who said if 
we increased these rates as proposed in this bill they would not go 
out of business. I believe both Life and Reader’s Digest have said 
that. In your statement you say: 

Such an increase would result in serious damage to many magazines which 
operate on extremely narrow margins of profit. 

You cited the figures of your own corporation. Do you have know]- 
edge of the extremely narrow margins for any other magazines? 

Governor Lanauie. I think any inspection of the records and the 
reports 

Mr. Porrer. Do you have that knowledge, though ? 

Governor Laneiir. Yes; I do. 

Mr. Porter. Could you give it to us? 

Governor Laneuir. I do not think it is proper for me to make a 
presentation here for other magazines and expose their statements. 
I think it is up to them to do that. 

Mr. Porter. You are making the statement that if we increase the 
rates we are liable to push many of these magazines over into disaster. 

Sorernet Laneuir. I say it is a possibility. I cannot predict the 
future. I do not know what is going to happen. If we could find 
someone who was that good we would not have any trouble with 
paying any rates or paying any taxes you want to impose. We would 
be glad to hire anyone that we can find that could do that job for mf 

Mr. Porrer. Let us consider this word “tax.” I think on page 3 
you may want to reconsider the use of your word “tax.” In the next 
to the last paragraph you say: 





An increase in postal rates on magazines would be an upping in taxes on the 
publishers and the publishing industry. 

That word “taxes” should not be used in that connection, should it ? 

Governor Laneire. Why not? 

Mr. Porrer. It is an expense. Postal rates are not a tax. 

Governor Lanauie. So are taxes. 

Mr. Porter. You mean that anything that the Government charges 
has to bea tax? Is that your position ? ? 

Governor Laneuize. Mr, Porter, I have served in government for 21 
years. 

Mr. Porter. I wish you would answer the question, sir. I know you 
have. 

Governor Lanai. Iam trying to. The point is that, any time you 
are gathering revenue, whether you do it in the guise of ch: arging ‘for 
a service that Government is giving, or whether you assess it in the 
form of a general or a special tax, you are taking revenue into the 
Treasury of the unit of Government that makes that, and this, in my 
judgment, an effort to get more revenue for our National Government, 
and in that sense is an additional tax. 

Mr. Porter. I would suggest the gentleman is confusing taxes with 
revenues. The Government gets much money which is not taxes. 
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Taxes are applied generally to a group. This is payment for service, 
and what we are concerned about in this committee is getting a larger 
proportion of these costs back through increased rates. 

Governor Lanett. If you are going to apply this same thing to all 
people in business, then you have a lot of other service charges | to im- 
pose rather promptly, I would say, and I am sure that every business 
that faces such an additional charge will think of it in the same terms 
as they do their taxes. 

Mr. Porrer. When you go through a toll station operated by a gov- 
ernment you pay a toll. Do you ca ll that a tax? 

Governor Laneuie. I do not call it that, but it is in essence exactly 
_ When we set up in a State, as we have, many toll bridges, what 

are doing is taxing the users of the toll bridge to pay for it because 
we think that they w ill gain by paying it and having the facility, and 
it be cheaper for them to use it, but it is simply a tax. However, it 
iscalleda toll. This can be called a toll or a charge, but it is a tax, and 
it is an additional burden on every industry in the publishing business 
which today is paying 52 percent on everything that they make in 
profits and trying to put more into editorial content, and trying to 
build a better magazine to serve the American people. 

Mr. Porter. Of course your industry is not the only one paying 52 
percent and most people pay taxes today. 

Governor Laneutr. That is right. 

Mr. Porter. In your industry you are getting the benefit. That is 
the difference here. This is an identifiable service you are getting 
through the mails. 

Therefore, I do not see that it can possibly be called a tax, but it is a 
fee for service. 

Governor Lane. Can you not identify the service that the De- 
partment of Commerce, and the Department of Labor, and the De- 
partment of Health give to people ¢ 

Mr. Porrer. Not as specifically as we can in the postal department 
where we carry particular pieces of mail. 

Governor Lancim. You mean Salk vaccine shots cannot be identi- 
fied, and other things of that kind ? 

Mr. Porter. Many things can be identified and should be charged 
on that basis, most people ; agree, but a good many services cannot. 

With respect to this balance that you talked about, this delicate 
balance between the maximum service to the public and the publie’s 
ability to pay for that service, you have no particular testimony to 
offer about what that balance should be in terms of the legislation we 
are considering here today ? 

Governor Laneuir. Mr. Porter, that is exactly the problem I am 
up against. I want to say to you very frankly if I could understand 
this whole thing and make a recommendation to you I would cer- 
tainly be an egotist of highest type. 

I simply am trying to present to you here as a former public official 
what I see when | cet on the other side of the fence, and I hope that 
it won’t be misinterpreted to the extent that I am trying to tell this 
committee, or the Post Office Department, or anyone else, how to run 
this business. 

But I do feel that these hearings are for the primary purpose of 
trying to elicit all the information and all the points of view so that 
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we may avoid making mistakes that may put people out of business 
that may create economic problems. 

Mr. Porter. I am sure that is true. That is why I was interested 
in the facts about those who might have particular economic prob- 
lems, but let me ask you this final question : 

On page 2 you say increasing these rates might force publishers to 
do a less comprehensive, less authoritative job of reporting in their 
magazines. 

Do you have any evidence of this? 

Governor Lanai. No. Well, there is one fine bit of evidence I 
think that shows what happens in this area. Crowell-Collier maga- 
zines went along for 10 years. In those 10 years they showed profits. 
They made I think some $40 million and they paid in taxes out of 
that $20 million. $19,200,000 they paid in dividends to their share- 
holders, and it is reported they put back into the business some 
$800,000 of those profits. 

The magazine went down and down because it was not getting the 
vitality in its editorial and promotional programs that it needed and 
as a result this Nation lost two very fine, well-known magazines 
that could have served in a competitive area and lots of people ‘be em- 
ployed. We have hired some of those people, but there are still a lot 
of them around looking for employment today. 

Mr. Porter. Is your point that we could have prevented that if we 
had given them some greater postal benefits ¢ 

Governor LANGLIE. No, sir. I am merely pointing out the failure 
sometimes and trying to illustrate the point you raised about money 
in editorial content, trying to make a magazine a vital living thing. 
It costs money to do that and if you do not have the money beeause 
it is being drained off of necessity in taxes, and charges, and inflation- 
ary costs of other types, and you cannot raise the revenue to do it, you 
get caught in a squeeze, and the publishing jndustry today is in that 
kind of a squeeze. That is why I am urging that this committee very 
carefully assess this situation and investigate the actual status of 
the industry. 

Do not accept 2 or 3 that have made sensational profits, because 
they have struck a very good tone and a quality of service, but assess 
it so that what is done will not work an injury to the income to the 
National Government, and to the postal department, and to the 
economy. 

That is all I am suggesting, and I am presenting a point of view 
of one magazine and its operations trying to let you understand what 
that. situation ts. 

This is a fine old company. They have been in business since 1870 
and they have rendered a great service, in my judgment, to the Amer- 
ican people over those years, and have contributed much to the v itality 
of the economy of this country, but they have troubles. They are 

caught in a squeeze. I am satisfied we will bridge it and if you raise 
thet ‘ates we will find some way to pay them, but the problem i is pretty 
widespread through the industry and there will be sponta effects, 
[ am sure, if these rates are boosted too fast, because I do not believe 
they can adjust to them quite as rapidly as you are setting this thing 
up to do. 

Mr. Porrer. I recognize the allegations. I was seeking the facts 
underlying them, but thank you. } 
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Governor Lanatie. I am sorry, Mr. Porter. 

Mr. Gross. Mr. Chairman. 

The Cuarrman. Mr. Gross. 

Mr. Gross. Mr. Chairman, first of all with respect to Secretary of 
the Treasury Humphrey’s letter he also endorsed the forgive and for- 

et British debt settlement that was passed by the House yesterday. 

hat is all I want to say about Secretary of the Treasury Humphrey's 
letter except to add that I voted against making another contribution 
to the British. 

The Cuamrman. He agreed to forget and forgive. That is a con- 
troversial matter. 

Mr. Gross. I happen to believe that it is a forget and forgive propo- 
sition and I stay with that. 

Governor, I may not be a completely disinterested party at this 
hearing. This is long before you became connected with this publish- 
ing company and | cannot give you credit for it nor head one to 
account for it, but a few years ago Redbook Magazine labeled me 
as 1 of the 20 worst Members of Congress, and I have to thank them 
because my opponent used that in the campaign. I attribute in some 
part my sizable majority to that article. 

Therefore, I want to thank Redbook Magazine through you. 

Governor Laneuiz. I had an experience like that in reverse. Time 
magazine labeled me a very wonderful man in the last election and 
they even put me on their cover, but I lost by the biggest majority that 
[ ever lost an election. 

Mr. Gross. I certainly do not hold that against you. You have 
in your State of Washington many fine national parks. 

Governor Lanai. Yes, sir. 

Mr. Gross. I do not believe the Government charges fees to the 
public to use those parks commensurate with any part of the cost 
of upkeep of those parks, does it ? 

Governor LAanGiiz. You are so right. 

Mr. Gross. So there is a tremendous element of service in the Post 
Office Department to the entire public, is there not ¢ 

Governor LAanGuir. There is no question about that. 

Mr. Gross. Yes. Do you agree with me that if this rate bill is 
enacted it will not balance the budget in the Post Office Department 
by some $160 million, which I believe is the figure ? 

Mr. Sanrancevo. $200 million. 

Mr. Gross. $200 million. 

Governor Laneure. To begin with, Congressman, it means that 
you are taking a large chunk of money out of one pocket and putting 
it in another, because actually to the extent that the publishing in- 
dustry makes any profits, and to stay in business most of them will 
have to, 50 percent of the cost of this will immediately come out of 
the income that would go to the Federal Government. The difficulty 
with this thing is that it hits publishers in three places—first class, 
second class, third class, and even some fourth class—and the first 
year in our accounting setup with the increase we will pay more in 
the first- and third-class areas than we will pay in the second class. 

We do not complain so much about the first and third class because 
we feel there is more justification there, but we do not know the an- 
swer; perfectly frankly we do not and certainly I do not, because 
we have made no special research of it. We know what affect it 





654 READJUSTMENT OF POSTAL RATES 


will have on our company and we know that we are in a better posi- 
tion than many others to absorb these costs. We just know it is an 
area for caution and good judgment, and what I am asking is please 
just use good judgment. 

I know that the administration has problems and I would be the 
last one to want to add to their difficulties, but I have taken a look at 
this one and I see some facts that I know they do not see, and I 
would be happy to talk to them about it, and I hope I will have the 
opportunity. 

But to begin with I felt this was the place where I should come 
and present whatever information I had, to this committee. 

Mr. Gross. I am at least partially convinced that there ought to 
be some rate increases, but I certainly agree with you that we must 
not go too fast and too far. 

Do you agree if we do go too fast and too far there will be fewer 
publishers i in the magazine field? In other words, we will be squeez- 
ing out the little fellows and making the big ones bigger ? 

Governor Laneuim. I think there is a good chance that that could 
happen. 

Mr. Gross. If we go too fast and too far with a rate increase at 
this time. 

Governor Lanerre. And I think the other affect will be that those 
who practice journalism on a sharp basis and who think in terms of 
money and quick money will have an advantage over the organization 
that is trying to doa solid job. 

I think that is aw fully important in these days when we are con- 
cerned about education and enlightenment of people. I know what 
it costs now to go out and make a careful research and study of a 3- 
page article to present to 5 million homes in America. It costs money 
to do it right and if you start skimping that, then the essential services 
to the American people can be hurt. 

Mr. Gross. I am much more concerned with what will happen if the 
magazines and newspapers come into fewer hands all of the time. 
That concerns me very much. 

That is all, Mr. Chairman. 

The CuarrmMan. Are there any other questions ? 

Mr. Crperserc. Just one thing, Mr. Chairman. 

I think we all appreciate the problems of the publishing industry 
and of course we urge the industry to appreciate the puaneene that we 
have, because they are of great concern to us when we are faced with 
a continuing deficit and an ever-increasing deficit of some $600 million 
a year in the Department. When you talk about the McCall Corp. 
you are talking about McCall’s, the Redbook Magazine, and your 
printing establishment as well, is ‘that not correct ? 

Governor Laneuie. And one other activity, the pattern business. 

Mr. Cepersere. When you say your profits were seven-hundred- 
and-some-thousand dollars, are you lumping that all together ? 

Governor Laneriz. Yes, sir. 

Mr. Ceperserc. How many employees do you have? 

Governor Lane. 4,760. 

Mr. Ceperperc. What kind of labor contract do you have? Do you 
have an escalator clause in there ? ’ 
Governor Lanai. Yes, sir. 
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Mr. Ceperserc. How much more is it going to cost you next year 
for your labor ? 

Governor Laneiie. I do not know. I am not familiar with that. 

Mr. Creperserc. I just took 4,000 employees and I multiplied it by 
$4,000 per employee, and that may be a fairly close average—I do not 
know, because printers come rather high—and if my figures are right 
that: is $16 million, and if you had a 5-percent increase, which would 
be roughly 5 cents an hour it would cost you $800,000, so your profits 
are all going to be wiped out next year in this one operation. 

Where are you going to get your money ? 

Governor Laneuie. That is one of the problems of management, to 
try to effect economies and cut down expenses. 

‘Mr. C EDERBERG. Have you at least looked a year ahead? The postal 

rate here is going to cost you roughly, [ would say—and it is going 
to continue to go up maybe—at the most $200,000 a year. 

Governor Laneuie. May I say that to begin with this year we have 
done something that is rather difficult to do. We cut our dividends 
to our shareholders to put money back into the business. We stepped 
up our advertising and our editorial policies. We invested more 
money in them. Our advertising in the last 4 months increased to 
a substantial extent because we are going out to try to lick this thing. 

We are doing our best 

Mr. Cepersera. I know you are. 

Governor LANGLIe (continuing). As an industry to do what any 
good, solid business would do to meet these growing problems. 

Mr. Cepersera. I realize that and this committee does not want to 
put your magazine or any other magazine out of business, but, on the 
other hand, looking at it strictly from a business point of view, here 
you are as president of the McCall Corp. You are faced with 4,600 
employees who are working under an escalator contract. How much 
it will call for I do not know, but if you were going to raise the sal- 
aries of these employees I would be interested in knowing how much 
it would cost, but I would be willing to say your labor costs are 
almost going to wipe out your net profits that you show in your 
statement this year. 

Governor Laneriz. Are you arguing then that a postal-rate in- 
crease does not make any differenc e? 

Mr. Ceperserc. No, Governor, I am not, but I am saying this: 
That if you have to adjust for these other things I am wondering 
if you could not also adjust to take into c onsideration the problems of 
the Department and the fact that the rates that we have been charging 
to the publishing industry have not kept pace with the increased costs 
of the Department. 

Governor Laneuir. The thing that you seem to overlook here is you 
are applying one rule to people * who deal with the Post Office Depart- 
ment and you are applying other rules to people who deal with the 
FCC, with the Department of Commerce, with the oil industry, and 
with the tariff industry, those who are protected. If we are going to 
get into this thing on the basis of that and say, “Why, you folks 
aren’t paying your fair share,” you must remember actually for years 
we have catered to communication in this country to build up 
education. 

Mr. Ceperserc. I do not want to prolong this, Mr. Chairman. 
However, while we are talking about all of these other departments, 
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the Commerce Department, and the ICC, and the Federal Trade 
Commission, and all of these others, your magazines in the publishing 
industry have the same kind of a stake in that. 

Governor Lanetie. No. You see that is the strange part of this. 
There are certain industries that have a stake in one area and in 
another, but you are singling us out because you think we ought to 
pay for all the services the Post Office Department gives. 

Mr. Crprrserc. No; I do not think anybody thinks you should pay 
all of them. If my figures are correct, the out-of-pocket expenses for 
second-class mail are one hundred and fifty-some-odd million dollars 
a year. The total revenue iss ome $60 million a year, and the pro- 
posed increases in this bill—and correct me, Mr. Chairman, if I am 
wrong—will only add approximately $33 million a year. So it will 
come to around ninety-some million dollars, and the out-of-pocket 
expenses, not going into what cost ascertainment says that second- 
class costs are, would raise it up to around some $90 million, so we 
do not even get our out-of-pocket expenses, which are some $150 mil- 
lion for second-class mail. 

Governor Laneuiz. You are accepting the facts that have been pre- 
sented to you by the Post Office Department, are you not, in making 
those conclusions ? 

Mr. Crperserc. Yes; we certainly are, but no competent account- 
ants have ever questioned cost ascertainment. 

Governor Laneuie. Oh, yes; they have. I think if you will look 
in your records here you will find those were very seriously ques- 
tioned by a competent accountant firm in connection with the Time 
presentation. 

Mr. Ceperserc. No. If I recall correctly—and I may not have been 
here for that testimony—he said that cost ascertainment figures should 
not necessarily be used as a basis for making rates, and we all agreed 
that cost ascertainment is not a basis for making rates. Cost ascer- 
tainment has been in the Department, Mr. Chairman, for how many 
years? 

The CuatrmMan. For many, many years. 

Mr. Creperserc. Many many years. If I recall correctly under 
cost ascertainment the cost of second-class mail is some $260 million. 
In other words, when we determine out-of-pocket expenses for a class 
of mail, we determine if we did away with the class of mail how much 
money could we save, because we recognize that some of it is work at 
night and so forth, and if we only had second-class mail we would not 
do that, but it is a result of first-class mail, so that comes to one hun- 
dred and fifty-some-million. Therefore, we charge the users of sec- 
ond-class mail, all of them, something around $60 million, which is 
just less than half of the out-of-pocket expense. This bill will only 
recover $33 million, so you still are $50 million to $60 million short 
of taking the out-of-pocket expense from the Department in second 
class. We do not even recover out-of-pocket expense, and I do not 
think that is unfair, in view of the other expenses that you in your 
particular industry are faced with and the increases that you are 
going to be faced with next year if my escalator clause figures are 
correct. 

Governor Lanotte. If we are pretty loaded down just put on an- 
other straw ? 
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Mr. Creperserc. No; that is not it at all. We have this problem, as 
far as the Department is concerned, of a $600 million deficit every 
ned that has to be picked up by the American taxpayers; some $4 

illion since the end of World War IT. 

Governor Laneire. That is not the only thing the taxpayers are 
picking up and if they are picking up that one in the interest of edu- 
cation, and better magazine distribution, and better communication, 
I cannot think of a better check to pick up. 

The CuHarrMan. We have more witnesses here this morning. 

Mr. Cepersere. I do not want to belabor the point. 

Governor Laneuie. Thank you Mr. Chairman. 

The CuHairman. Thank you, Governor. 

Mr. Gross. Mr. Chairman, may I be permitted to submit for print- 
ing in the hearing a letter from Mr. Ralph W. Anderson, president 
and publisher of the Spokesman Press? 

The CHatrman. The letter will be inserted in the record as part of 
the hearings. 

(The document is as follows :) 

SPOKESMAN PRESS, 
Grundy Center, Iowa, April 4, 1957. 
Congressman TOM MurRAyY, 
Chairman, Post Office and Ciwil Service Committee, 
House Office Building, Washington, D. C. 

DEAR MR. MURRAY AND MEMBERS OF YOUR COMMITTEE: As farm paper pub- 
lishers we must use the United States postal system. We have no alternative 
of carrier circulation or newsstand sales. Farm papers have also traditionally 
carried much lower subscription rates than publications directed more at urban 
readers. 

At present—with the farmer facing increasing costs of production, 
yet seeing what he produces sell for less and less—I believe farm papers are 
needed more than ever to furnish their readers with helpful information on in- 
creasing efficiency and cutting production costs. 

But farm papers are facing the same problems as their subscribers: increas- 
ing costs and declining revenue. Therefore, the proposed increases in second class 
postage are especially serious to this particular class of publication. 

In view of this, I hope your committee will carefully study the advisability of 
increasing second class postal rates at all. But if you deem an increase abso- 
lutely necessary I sincerely hope you will not recommend anything more than 
three 10-percent annual increases such as went into effect a few years ago. 

Farm paper publishers might be able to adjust to this type of boost, but any- 
thing greater will place a severe hardship on them and the additional revenue 
to the Post Office Department would be negligible. 

I have appeared before your committee twice and deeply appreciate the cour- 
tesy and consideration you have shown me each time. I would like to come to 
Washington to appear again at this year’s hearings but this statement by first 
class mail is more in line with the economic condition of our firm. 

Respectfully submitted. 

RALPH W. ANDERSON, 
President and Publisher. 


The CHatrMAN. The next witness is Mr. A. P. Bongiovanni, Service 
Industries, Philadelphia, Pa. 


STATEMENT OF A. P. BONGIOVANNI, ON BEHALF OF SERVICE 
INDUSTRIES, PHILADELPHIA, PA. 


Mr. Bonctovannt. Mr. Chairman and members of the House Post 
Office committee, by name is A. P. Bongiovanni. I represent Service 
Industries, a user of third-class mail. I have here a statement pre- 
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pared by my concern regarding the postal increases and for which I 
beg your kind attention. 

The Cuamman. Can you highlight your statement or do you want 
to read it in full? Your statement will be copied in full in the record. 

Mr. Bonerovannt. All right. 

The Cuarmman. If you can just highlight it in the interest of 
conserving time it would help the committee. 

Mr. Boncrovannt. Fine. 

(The statement is as follows :) 


STATEMENT OF SERVICE INDUSTRIES, CHEMICAL PRODUCTS DIVISION, PHILADELPHIA, 
rA. 


The error of another increase in the rate of third-class mail, which was in- 
creased 50 percent in 1953, would create an extremely perilous situation, endan- 
gering thousands of small- and large-business men using third-class mail to make 
their living. Small and large mail-order concerns exist and remain in business 
only by using third-class mail nationally, to advertise, sell, and create repeat 
customers for their products which helps them grow and prosper. 

The mail-order business was created and has been built exclusively around 
third-class mail to market American products to millions of large and small 
buyers, with their advertising and selling literature, everywhere in the United 
States. Mail-order concerns greatly help large and small manufacturers who 
have no knowledge, facilities, advertising knowhow, or fast, automatic mail 
processing equipment to do the job of mail advertising expertly, economically, and 
profitably as done by all mail-order concerns. 

Mail-order concerns, with their up-to-date, daily cleaned mailing list can reach 
thousands of the Nation’s large and small businesses with 50,000 to 100,000 
pieces in a week. Service Industries mailing list on stencils comprises over 
300,000 names of American concerns rated in Dun & Bradstreet’s from $50,000 up. 
Our list is a gold mine of prospects to work with all types of products used by 
industrial and large business concerns. We send these concerns ethical and well- 
designed written advertising literature by third-class mail. It produces thou- 
sands of profitable orders and new accounts. If third-class mail is increased in 
price again, it will materially tear down the value of this mailing list which cost 
many thousands of dollars to prepare and keep in shape over the years. It has to 
be kept up to date and meet the postal regulations to put street addresses on all 
pieces of third-class mail in towns of 25,000 population and upward. 

The telephone companies supply us telephone directories from all towns of 
25,000 population and over in the United States which we use for addresses. 
This subscription of directories adds a cost of approximately $1,000 per year to 
our postage costs and several thousand dollars more for the labor involved. Also, 
there is the cost of new stencils and perpetually keeping this valuable mailing list 
alive with culling dead names and constantly adding new ones. 

Thousands of large and small industrials and business concerns welcome the 
opportunities set forth in their third-class mail to buy from them many new 
products they wouldn’t otherwise know about for several years. And they can 
buy them on trial, all made available to them by mail-order concerns adver- 
tising through third-class mail. Large mailing lists are always available for 
third-cass mail advertising. By the same token, just give some thought to how 
valuable these mailing lists are to mail-order houses. They are the backbone of 
their business. If the Congress raises the price of third-class mail, mailing 
lists would be virtually paralyzed. Similar situations would be duplicated with 
thousands of mail-order concerns placed in the same unfortunate predicament 
all over this nation. It would be murder to raise the price on third-class mail 
if for no other reason. 

Large and small mail-order concerns pay the Government many millions in 
taxes, billions to the employees who pay back some of it to the Government in 
taxes. The balance is spent for food, clothing, and other requirements which 
keep merchants in business everywhere and the Government ticking and in 
operation. Pushing up third-class mail prices again would materially reduce 
income nationally also, the ability of small and large mail-order concerns to pay 
such huge taxes and disburse the balance of their income into other channels. 

All mail-order concerns would be forced to dismiss millions of their employees 
if Congress should unwisely permit or vote for another increase in the price 
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of third-class mail. It, as you see, Mr. Congressman, is a terrible and dangerous 
threat to,American mail-order concerns all over the United States. This in- 
crease should be killed and kicked out of Congress without further quibble. It 
would simply be impossible for thousands of small mail-order concerns to stay 
in business if this third-class mail price is increased. 

The enormous profit derived from third-class mail by the Postal Department 
is indicated herewith. The Government is subsidizing the large publishing com- 
panies and has been for many years, thereby losing enormous millions of dollars 
on the large tonnage of second-class mail publishers all over the United States 
use every day. This subsidy to the chosen and catered to publishers is out- 
standingly the most undue and unfair setup in the Post Office Department. 
Publishers are permitted to mail 1 pound of mail by second-class mail for 9 cents 
to San Francisco, Calif., from Maine. The same pound of third-class mail cost 
us $1.20. Now, Mr. Congressman, just consider and recognize, please, just which 
type of mail the Government has permitted to continue that has and is losing 
millions of dollars of the taxpayers’ money. An attempt is being made to cover 
these terrific losses the Post Office is swallowing by advancing prices on third- 
class mail and everything else—everything else but second-class mail which has 
these heavy losses. Just look at this. The Post Office Department is charging 
us $1.20 per pound, or $1.11 more per pound to mail our advertising mail to 
California from Maine. Look this over carefully, Mr. Congressman, then please 
do what is necessary to get the second-class mail price on a paying basis and 
forget advances on other mails which are all paying their own freight and some 
making a fortune for the Postal Department every week. In any event, please 
vote against raising third-class mail again and keep the ethical mail-order con- 
cerns in business. 

Here is a factual example of what happened to this company, Service Indus- 
tries, when third-class mail was raised 50 percent in 1953. We had 30 em- 
ployees for general operation and processing 50,000 mailing pieces per week. 
When the increase of 50 percent was arbitrarily put into effect, against the 
objection of every mail-order concern in America, we were absolultely forced 
to reduce our mailings to 30,000 pieces per week. Then we lost valuable em- 
ployees, well trained in processing advertising for third-class mailings. We 
had 30 employees working for us and were forced to dismiss 14, retaining 
only 16 employees. This was a terrific shock and a setback to our business that 
had been efficiently developed around third-class mail at 1 cent per piece. 
We were able to survive only by drastic reduction and managed but a lean, 
meager profit. 

Mail-order businesses are highly important to the American economy and 
there are thousands of them, each requiring fine, intelligent men at the head 
of them to keep them in business. All mail-order businesses require ethical 
men with unusual ability and aptitude to write advertising copy which will 
constantly sell and pull in from all over the United States and Canada a con- 
stant flow of orders. These orders are the lifeblood of his company which he 
must keep flowing in response to his expertly written advertising copy, to keep 
the company in business. 

He has to have high-grade merchandise, preferably out of the ordinary. He 
has to sell it with a broad and fair guaranty to the customer. He has to tell 
the absolute truth in his copy. It has to be a product that will earn its cost 
in 60 days or less. He has to pay the post office cash in advance for postage 
and deliver the bagged third-class mail advertising to the post office. He has 
to completely adhere to post office regulations and rulings covering advertis- 
ing claims, honest copy, and generally toe the line. He has to pay all bills 
when due, building up character and success that establishes a satisfactory 
line of credit, facilitating his doing business economically. Another unwar- 
ranted increase in third-class mail put into effect now would hamstring thou- 
sands of high-grade mail-order businesses and others who use third-class mail. 
If the Post Office Department isn’t stopped in their attempt to raise prices 
on third-class mail, it will be murder to thousands of the users. The Post 
Office Department is brutally trying to break down the wonderful mail-order 
concerns that are virtually national institutions. It is a business that has 
grown with America and has now become legend. 

Finally, have you given thought to what effect an increase would have on the 
enormous paper industry. Surely, if an increase were put through on the 
third-class mail practically every paper mill in business would be forced 
into terrific tonnage reductions and shutdowns, putting thousands out of work. 
A terrible curtailment of paper and card stock would ensue and they would 
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lose an enormous amount of tonnage at a time when they are overexpanded 
and paper prices are soft. 

No one knows the terrific disaster that another increase on the rate of third- 
class mail will have on the economy of this great country. It is utter folly 
to suppose that it will have no effect, since this is a business, third-class mail- 
order businesses, that accounted for the sale of goods, purchases, and services 
of well beyond $15 billion. 

Please, Congressmen, please vote and implore your colleagues to vote against 
raising third-class mail again. By so doing you and they will prevent a terrible 
convolution that will paralyze the American mail-order businesses if increases 
in third-clas mail become law. 

Thank you for your support, which will be reciprocated at any time if and 
when possible. 

Mr. Bonerovannt. As you know, this third-class mail situation 
with a small concern is very murderous, in our opinion. 

The CuHatrman. Very what? 

Mr. Bonetovannt. It is a bad situation, 

We are a small concern, but we use approximately $26,000 worth of 
postage in the course of a year. Our total sales are around $150,000. 
Ve manufacture chemical products which we sell through the mail 
to reliable firms rated in Dun & Bradstreet and also we buy lists which 
we sell this merchandise to. 

The Caarrman. You buy mailing lists? 

Mr. Bonetovanni. That is right. The increase that is proposed 
would have a very serious effect on what little profit we have. 

Back in 1953 when the rate increase went through we employed 
approximately 30 people. When that increase went through we had 
to cut down our operations to 14 people, and cut back in expenditures 
and whatever other way we could save money, and that is what we 
did in order to stay in business. 

That $26,000 does not sound like a lot of postage, but by increasing 
it one-half a cent and then later on another half-cent, you can see that 
on a small profit we would hardly be able to stay in business very long. 

Mr. Rees. You depend upon the mail service to sell your products, 
is that right? 

Mr. Bonetovannt. That is right. 

Mr. Regs. It is all mail-order service? 

Mr. Bonetovannt. That is right, Mr. Rees. 

The Cuatrman. What kinds of goods do you sell? 

Mr. Boncarovannt. We sell specialized paints, rust removers, and 
chemical detergents. 

The Cuarrman. All right. 

Mr. Bonetovanni. The amount of our business is approximately 
$150,000 a year. Out of that we pay this $26,000 for postage. We 
also disburse approximately $40,000 in salaries and wages and the 
rest of the money outside of profit goes into our regular expenditures— 
heat, light, material, and the rest. 

That is about the summation of it. 

The Cruatrman. Are you strictly a mail-order concern? 

Mr. Bonetovannt. That is right, sir. 

The Cuatrman. You do not have any local retail establishment ? 

Mr. Bonetovannt. We have approximately 3 or 4 jobbers. 

Mr. Rees. You have your merchandise in there in Philadelphia, is 
that. correct? 

Mr. Bonetovannt. That is right, sir. 

Mr. Rers. And you depend entirely upon mailing lists to get your 
business ? 
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Mr. Boneiovanni. No. We have our own mailing list of 200,000 
names. 

Mr. Rees. That you accumulated on your own ? 

Mr. Bongrtovannt. That is right. We got those names out of Dun 
& Bradstreet. They are all rated $50,000 and up. We do business 
with the largest concerns in the United States; for example, Du Pont 
and Ford. Everyone that is in Dun & Bradstreét we try to do business 
with. 

Mr. Ress. Let me see if I understand you. You assemble this 
merchandise in a warehouse in Philadelphia, is that right? 

Mr. Bonetovanni. That is right. We manufacture some of it 
ourselves, 

Mr. Rees. You do manufacture part of it. Otherwise you buy it 
from manufacturers. 

Mr. Boneiovannt. Some of it we do. 

Mr. Rees. And assemble it there in Philadelphia in warehouses? 

Mr. Bonetovannt. That is right. 

Mr. Rees. Then you depend upon the mailing list for your cus- 
tomers ? 

Mr. Bonatovannt. That is right, sir. 

Mr. Rees. Of course, a good many are a repetition of other orders, 
I guess, that you have already received ? 

Mr. BonGiovannt. Yes, sir. 

oe Rees. Most of your mail then is third-class advertising, is that 
right ¢ 

Mr. Bonetovannt. That is right, sir. 

Mr. Rees. What about your fourth class? You use that, do you 
not ¢ 

Mr. Bonatovannt. Yes, sir. 

Mr. Rees. How does your merchandise go out? By parcel post? 

Mr. Bonetovannt. By parcel post, by Railway Express, by truck, 
by the Pennsylvania Railroad, and the railroads. 

a Rexs. So it is a third-class item that you are complaining about, 
then 

Mr. Bonatovannt. Yes. 

Mr. Rees. Do you use some first class? 

Mr. Bonetovannt. Very little. Just ordinary office expenses as 
far as first-class mail is concerned. 

Mr. Rers. You do not have salesmen at all, then. 

Mr. Bongiovannt. No salesmen whatsoever. 

Mr. Rees. How much merchandise do you sell in a year? 

Mr. Bonetovannt. About $150,000 worth. 

Mr. Rees. I think that is all. 

The Cuamman. Are there any other questions? 

Mr. Ceperserc. Just one question, Mr. Chairman. I was reading 
the other day where cost of contacting a prospect for the average 
industry that has salesmen that go out and contact customers has 
gone up from $10 to $17 a contact. 

Mr. Bonetovannt. That is right, sir. 

Mr. Creperserc. How much has it done to your business inasmuch 
as you do not have any salesmen to go out and make your contacts? 
How much does it cost you? 

Mr. Bonetovannt. We had an increase in 1953 of 50 percent. 

Mr. Cepersere. In the rate. 








662 READJUSTMENT OF POSTAL RATES 


Mr. Bonotovannt. That is right. 

Mr. Creperserc. However, the company that is competing with you 
who does not use the mail and goes out and sells a similar product to 
the same customer that you sell it to and uses a salesman to make 
calls on that particular customer is in direct competition with you; 
is that not correct ? 

Mr. Bonaiovannt. Yes, sir. 

Mr. Crpersere. It is costing him a great deal more today than it 
did just last year if the figures I read in the papers were correct, 
from $10 to $17 a customer. 

Mr. Bonctovannt. From that last year to this year. 

Mr. Ceperserc. Yes. It has gone up tremendously. 

Mr. Bonerovannt. That sounds very high. 

Mr. Crperserc. Let us say the last 3 years from $10 to S17, and 
your rates have gone up 30 percent since w hen ? 

Mr. Bonatovannt. Fifty percent. 

Mr. Cepernerc. Since when ? 

Mr. Bonetovannt. 1953. 

The Cuamman. It went up from 1 cent to 114 cents. 

Mr. CreperserG. What about the overall cost of contracting each 
customer? It is not anything like $26,000. 

Mr. Boneiovanni. We still spend $26,000 in order to contact these 
persons. 

Mr. Creperserc. In order to do the $150,000 worth of business ? 

Mr. Bonetovannt. That is right. 

Mr. Creperserc. What I am getting at is it seems to me that you 
have an ideal vehicle in the Post Office Department to do a tre 
mendous job for you and it ought to be worth a little bit more money 
than it is now. 

Mr. Bonetovannt. Sir, I would particularly like this committee to 

come down and see our establishment and see what we do with this 
mail, because personally, I do not think—I do not want to be dis- 
respectful—that you do know what we do with this mail. We ad- 
dress the mail. We keep up stencils and we bundle this mail, put 
it into bags for the post office, and take it over to the post office. We 
adhere to all their regulations. It costs us $10 to have a license to do 
this. ora fee. We think that the charges exceed the costs. 

Mr. Ceperserc. That is why your rate is lower now, because you do 
some of those things. Of course everybody has to address them. 

Mr. Boneiovannt. That is right and we still do not. get the pref- 
erence that first-class mail gets. 

Mr. SANTANGELO. Will the gentleman yield? 

Mr. Ceperpsers. Yes. 

Mr. Sanrancero. Mr. Bongiovanni, what do you say the total 
amount of increase would be because of the increase in rates if this 
bill were approved ? 

Mr. Bonetovannt. A half cent. Is that right? 

Mr. SANTANGELO. What would be your total increase? 

Mr. Boneitovannt. We buy $26,000 worth of postage in the course 
of a year. 

Mr. sete nseoane And your increase would be how much ? 

Mr.Bonetovannt. A half cent on each piece. 

Mr. Sanrancero. You tell me half cent on each piece, but you have 
not broken it down into pieces. 
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Mr. Bonetovannt. We send out 1,600,000 pieces a year. 

Mr. SANTANGELO. It would cost you about $8,000 more? 

Mr. Bonetovannt. Approximately. 

Mr. Santance.o. How do your prices compare with the prices in 
the stores for paints? 

Mr. Bonetovannt- We have specialized paints. 

Mr. SAnTANGELO. Those paints are sold in various communities 
also, are they not ? 

Mr. Bonetovannt. That is right. 

Mr. SANTANGELO. By stores and also by other agencies? 

Mr. Bonerovannt. That is right. 

Mr. Santanceio. And how do your prices compare with those agen- 
cies # 

Mr. Bonatovannt. I would say ours are 

Mr. Sanranceo- Much lower ? 

Mr. Bonetovannt. Oh, no. 

Mr. Santancero. Are they higher ? 

Mr. Bonetovannt. I say they compare reasonably with theirs. 

Mr. Sanrancero. Are they less, or higher ? 

Mr. Bonarovannt. I would say about the same. 

Mr. Sanrancero. It does not seem to me, even though you said so, 
that the prices that you charge should be equal or higher than the 
prices which are char ged in the stores, because one of the inducements 
In purchasing through you is the saving to the purchaser. 

Mr. Bonciovannt. There is hardly any saving in our particular 
line because we specialize in certain types of paint, acid-proof paints, 
and roof paints, and those paints you do not generally find on the 
market. Specialized paint stores have them. 

Mr. eects Then they are not sold in the community. 

Mr. Bonetovannt. In some cases, yes. A larger city would have 
them. 

Mr. Sanrancero. What are your other articles that you sell? 

Mr. Boneiovannt. We manufacture rust remover and we manu- 
facture detergents. 

Mr. Sanrancevo. Are those articles also sold in a community ¢ 

Mr. BonGiovannt. Yes, they are. 

Mr. Sanranceto. How do your prices compare with the prices in 
the community ¢ 

Mr. Bonatovannt. Equal. They are about the same. 

Mr. SanranceLo. What is the inducement to the person purchas- 
ing from you from a distance away in a given community ? 

Mr..Bonctovannt. Some of our produc ts, like I say, are specialized 
and you would not find them there. 

Mr. Sanranceto. However, as to those articles which are not spe- 
cialized and which are purchasable in the community, can you tell me 
what inducement there is for the purchaser to buy your article rather 
than buy it in the community ? 

Mr. Bonctovannt. A lot of these concerns are small concerns in 
special localities where they would not have that particular item, 
like a rust remover, which you would not find everywhere, or a certain 
kind of detergent for cleaning metal. You would not find that in all 
localities. 
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Mr. Rees. Because he advertises better quality than one can buy in 
the store probably is one reason. 

Mr. Santanceto. What would you have to raise your prices in 
order to offset the additional cost of the postage ! 

Mr. Bonetovanni. Approximately I would say at least 10 percent. 
We would not raise our prices because we are getting as high as we 
figure we can get, but what we would do would be to cut down our 
mailings. 

Mr. SANTANGELO. In other words, the ones where you do not get 
any reaction you would cut out ? 

Mr. Bonetovannti. That is right. 

Mr. Santance.o. You send out about 300,000 pieces and there are 
certain areas where people do not ever buy, but you have them on 
the list. 

Mr. Bonatovanni. I would not say that. 

Mr. Santanceto. You do not sell to everybody to whom you mail 
your advertisement ? 

Mr. Bonatovannt. No. 

Mr. Sanraneevo. And you know after a period of time who pur- 
chases from you. 

Mr. Bonerovannt. If they do not purchase in a couple of years we 
remove them from the list. 

Mr. Santaneoerto. However, you carry a dead list for a period of 
years; is that not right? 

Mr. Bonatovannti. Yes, we do. 

Mr. Sanraneoevo. If you cut. back two employees you would offset 
the cost of the increase in postage? 

Mr. Bonetovanni. That is right. 

Mr. SantanceLo. No further questions. 

The Cuarrman. You do not think the Post Office Department today 
is subsidized third-class mail through the rates charged ¢ 

Mr. Bonetovannt. My personal opinion is no. 

The Carman. I see according to your statement that you are 
of the opinion that the Government is only subsidizing the large 
publishing companies. 

Mr. Bonetovannt. That is my particular opinion. 

The Cuarrman. You state that— 

The Government is subsidizing the large publishing companies and has been 
for many years thereby losing millions of dollars on the large tonnage of 
second-class-mail publishers all over the United States. 


Then you say: 


Look this over carefully, Mr. Congressman, then please do what is necessary 
to get the second-class-mail price on a paying basis and forget advances on 
other mails which are al] paying their own freight and some making a fortnne 
for the Postal Department every week. 

Do you think the Post Office Department is making a fortune each 
week on third-class mail ? 

Mr. Bonerovannt. We feel that they are because of the trouble we 
have to go to to put that mail into the Post Office Department. 

The Cuarrman. Are there any other questions? 

Thank you very much, Mr. Bongiovanni. 

The next witness is Mr. Russell Reynolds, general manager, Na- 
tional Association of College Stores, Oberlin, Ohio. 

Mr. Reynolds. 

























eS 


READJUSTMENT OF POSTAL RATES 665 


STATEMENT OF RUSSELL REYNOLDS, GENERAL MANAGER OF THE 
NATIONAL ASSOCIATION OF COLLEGE STORES, OBERLIN, OHIO 


Mr. Reynoips. My name is Russell Reynolds, and I am general 
manager of the National Association of College Stores in Oberlin, 
Ohio. Our organization represents over 850 college stores serving 
three-quarters of all the college students in this country, and in- 
cidentally, more than three-quarters of them are also owned or con- 
trolled by the colleges themselves. Our organization is the channel 
of distribution of college textbooks for college students. 

Our stores are vitally interested in maintaining costs of books at 
the lowest possible level. Increased enrollments and inadequate 
revenues for the institutions have resulted in higher tuitions and 
fees, with a resulting financial pressure on students. 

Book post has made possible uniform costs of textbooks regardless 
of the distance of a college from the eastern publishing industry. We 
wish to thank this committee for maintaining the rate through recent 
years. 

College stores are affected by book post rates regardless of location 
because of the weight and speed factor. Shifting and fluctuating 
enrollments frequently make it impossible to order in time to take 
advantage of less expensive and slower methods of transportation. 
Stores west of the Mississippi. and south of Tennessee must use book 
post because it is the only method available at a reasonable cost. Even 
under book post, most books are so heavy that under present rates a 
4-pound book will cost our stores 20 cents postage, or 5 percent of 
the price of a $4 book on which the store receives a gross margin of 
20 percent. To further complicate the matter, most stores must 
return around 10 percent of their total purchases. 

Under the proposed rates the cost per book would be raised by 25 
percent, or to 25 cents a book on a $4 book. 

It is my understanding that even under the proposed rates, second 
class matter is still not paying anything like the percentage of the 
cost of carriage that books must pay. The House Post Office and 
Civil Service Committee has consistently subscribed to the value of 
the reading matter portion of books as being worthy of some assist- 
ance in terms of the public welfare. Stated differently, certainly 
books deserve equal treatment with other reading matter. 

Most people in the education field, including college store managers, 
are devoting their lives to education. It is impossible to estimate the 
encouragement of a special postal rate for tools of education. In the 
words of immediate past president of the National Association of 
College Stores, E. Lyle Goss, University of Washington, Seattle: 

I just do not know what we folks on the west coast would do if we did not 
have book post. 

The National Association of College Stores urges the committee to 
retain the present rates on books. 

Mr. Murray and Mr. Rees, I really want to personally thank you 
two gentlemen for your service not only to college stores, but to the 
American people. I have watched you over the last 10 years as chair- 
man, cochairman, whatever you want to call yourselves, and I am 
much impressed with the great care and intensity with which you have 
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regarded this problem of postal rates. I wish that all of our Con- 
gressmen would have the same record that you have. 

Incidentally, our premise on this thing is very simple. It is merely 
that we think that the reading matter portion of books should be sub- 
sidized, if you want to call it a subsidy, or should be treated equally 
with other reading matter, and as it stands right now the rate on 
magazines we heard here last week runs about 2 cents a pound, and 
we know there are great differences in cost and so forth and so on. 

Even under your proposed increase that rate is not going up ap- 
preciably and all we are saying to you is that we hope that you as 
a committee will be able to continue the book post rate at something 
close to what it is now. We do not think we are going to go out of 
business or anything like that. 

We are in a pretty tight cost squeeze because we actually handle 
these books at virtual cost. Our salaries run between 12 and 14 per- 
cent. If you add a 5 percent postage charge on there you are up to 17 
or 18 percent.. Our gross margin on textbooks is 20. So you can see 
what the score is there. I think that is all I have to say. 

The Cuatrman. You are paying 8 cents on the first pound and 4 
cents for each additional pound. 

Mr. Reynotps. Yes. 

The Cuarrman. This bill increases the cost to 10 cents on the first 
pound and 5 cents on each additional pound, or a 25 percent increase. 

Mr. Reynoups. Yes, or about 5 cents per book. You two gentle- 
men have been through this and studied it in more detail than I have. 
I have forgotten the actual figure on the loss on book post, but we are 
actually paying about two-thirds ef the cost as figured by the Post 
Office, and the magazine rate is something around 20 or 25 percent. 
I do not recall offhand. 

The CuatrmMan. Do you think the book rate should be higher than 
the magazine rate? 

Mr. Reynoups. I actually do not see why, if you are going to give 
a preferential rate to one type of reading matter, you should give any 
different rate to another type. I think we might even make a better 
argument for the value of books than the value of magazines, but I do 
not think it is necessary. 

The Cuatrman. Are there any questions? 

Mr. SantanGeo. Can you tell us why you think originally there 
was a difference in the rate between books and magazines? 

Mr. Reyno.ps. It is a long story. 

Mr. SANTANGELO. What is the theory behind it? 

Mr. Rreynoxps. It is more of a historical story. The book rate 
was established in something like 1938, due to this same argument 
that if the reading matter portion of magazines were subsidized, the 
reading matter portion of books should be too. 

Mr. SAnTANGELO. Do you think the reason was because of the 
greater difficulty in the handling of the hard covers rather than the 
soft covers ? 

Mr. Reynotps. You are asking a technical question there. 

Mr. Sanranoe o. I do not know the reason why. You raised the 
point which I am interested in. After all, reading is reading, whether 
you read a book or magazine, and sometimes books are better reading 
than magazines and more informative and educational so I wonder 
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why we are charging books a higher rate than we are charging 
magazines. 

Mr. Reynotps. In my estimation it has been a historical problem in 
which we were able to get Congress eventually in 1941 I believe to 
agree to the fact that if there was to be preferential treatment for the 
one type there should be for another. This committee within the last 
2 years also agreed that educational films were in the same category as 
books and the reading matter portion of magazines and they should 
have the same identical rate. 

Unfortunately, the post office in their statement I noticed said that 
they thought the book post ought now be raised to help pay part of the 
deficit of the educational films that the Congress put in within the 
last 2 or 3 years. 

Mr. Santance.o. Of course I do not know the historical basis nor 
do I know the present basis for the difference between the rates of 
books and magazines. I will find out sometime. 

Thank you. 

The Cuatmrman. Mr. Rees. 

Mr. Rees. I have no questions. 

The CuHarrman. Thank you very much, Mr. Reynolds. 

I have a statement here of Mr. Paul E. Spivey, president of the 
Southern Planter Publishing Co., Richmond, Va., which will be in- 
serted in the record. 

Mr. Spivey was scheduled to appear in person this morning. He 
notified the committee he could not be present and desires that his 
statement be included in the record in lieu of his personal appearance. 

(The statement is as follows:) 


STATEMENT OF PAUL B. SptveEy, PRESIDENT, THE SOUTHERN PLANTER PUBLISHING 
Co., RICHMOND, VA. 


The publication I represent is The Southern Planter, a farm magazine pub- 
lished in Richmond, Va. It was established in 1840 and the first issue was pub- 
lished January 1, 1841. Its circulation is now 422,000. Nearly all of its circula- 
tion is concentrated in Maryland, Delaware, Virginia, West Virginia, North Caro- 
line, and South Carolina. The Southern Planter is published once each month 
and is distributed exclusively through the mails. It has no newstand circulation. 

Any increase in postage rates would, therefore, apply to its entire distribution. 

It is not my contention that there should never be an increase in the postage 
rates. I do contend, however, that the Post Office was established for use as 
one of the departments of the Government, dedicated for service to the people 
and that it was intended that it should be maintained as such. During the more 
than 116 years that the Southern Planter has been published, several methods for 
collecting postage on newspapers and periodicals have been tried. 

Second-class mail, as we know it today, however, was established in 1879 and 
at that time preferential rates were established on newspapers and periodicals, 
in order to encourage wide distribution of educational and cultural materials 
through the mails. To provide its readers with helpful information and advice, 
therefore, became the responsibility of each publication. The Southern Planter 
accepted this responsibility. From its first issue of January, 1841, down through 
the years, it has kept its readers informed on new and improved methods of con- 
ducting their farming operations and on improved methods for better living on 
the farm. In its very early years it advocated crop rotation, deep plowing, and 
diversification. It stressed the culture of tobacco and wheat, as well as agricul- 
tural education, and devoted much space to recommending the use of machinery 
for farm operations. It has continued to crusade for the betterment of alimost 
every phase of the farming and of farm life in Virginia and nearby States. 

Some 40 or more years ago, the Southern Planter was instrumental in the 
enactment of a Virginia law requiring commission merchants handling farm 
products to procure a license and prove financial responsibility te enable it to 
operate in Virginia. Although nearly all commission merchants were honest, 
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some farmers had been defrauded by the few who were not careful about their 
business efforts. 

It was instrumental in securing a Virginia law, known as the State Lime- 
Grinding Aet. Limestone abounds in the Valley of Virginia and the Seuthern 
Planter proposed legislation to have the convicts in the State penitentiary grind 
the limestone for farmers at cost. This provided productive work for prisoners 
and enabled farmers to buy liming materials at a price far below that which 
they had been paying. 

In recent years the Southern Planter began recommending the use of hybrid 
seed corn for the South. This educational program, has been, to a large extent, 
responsible for bringing hybrid corn plantings from a very small acreage in 
earlier years up to a 1956 planting of 99 percent of the acreage in Delaware; 
98 percent in Maryland; 90.5 percent in Virginia; 84 percent in West Virginia ; 
70.5 percent in North Carolina; and 54.5 percent in South Carolina. 

Other periodicals and newspapers have, also, rendered great service in pro- 
viding helpful information to their readers. To prove this point, I would like 
to call attention to a recent survey made by Cornell University Experiment Sta- 
tion. This survey on Where Does the Farmer Get His Information? revealed 
that farm papers and magazines headed the list, and that 78 percent of the 
farmers questioned stated that they received help from farm publications. The 
next highest source mentioned was 49.6 percent. 

Another survey made by the statistical laboratory of Iowa State College 
showed that 37.7 percent stated that farm papers and farm magazines were 
the chief source of information, with the next highest source being only 6.8 
percent. 

A survey made by an advertising agency asked this question, “What source 
do you rely on most for helpful information and advice about better farming 
and new ideas for farmers? Please list in order of importance to you ;” 47.4 per- 
cent listed farm papers first; the next highest was agricultural agents with 
29.9 percent. 

In the early part of this statement, I said that it is not my contention that 
there should never be an increase in postal rates; however, second-class mail 
has within the past 5 years absorbed an increase of 30 percent. The rates 
included in H. R. 5836 are far beyond what I consider a reasonable increase 
and would make substantial inroads on earnings. The only way in which this 
expense could be met would be by constantly increasing rates. This would 
bring on a competitive situation with other media, that do not use the mails, 
and could result in sharply reduced volume of business. 

There is another question, and that is the matter of cost ascertainment. 
I know that to figure out the actual cost of handling the various classes of 
mail has been, and is, a difficult problem. In handling our own mail, the 
second-class mail is packaged, routed to various post offices, is then placed 
in sacks, and the sacks are labeled for most efficient routing and handling. 
They are, then, taken to the post office and the only work left is to place 
the sacks on the various trains, or carriers, taking them to their routes of 
destination, with only a minimum of handling before they are delivered to the 
subscriber. 

Also, this mail is handled on a “fill-in” basis; that is, the handling of second- 
class mail is deferred until after current first-class mail has been disposed 
of, which leaves free time to handle the mail of lower classifications. This 
would bring up the question of whether the post office would save money on 
its current rates, should second-class mail be entirely withdrawn. There is, 
therefore, the possibility that second-class mail may now be paying well on 
toward its full share of the actual cost of handling. 

The rate increase as carried in H. R. 5836 will work a serious hardship on 
second-class mail users, especially farm publications, which have practically 
no newsstand circulation and are dependent entirely on the mails and cannot 
substitute private methods of distribution. 

In conclusion, let me state that I am not contending that there should never 
be any increase in second-class mail rates, but the rates called for in H. R. 
5836 are, in my opinion, far too drastic, and would seriously impair earnings 
of many users of second-class mail, especially farm publications. 


The Cuarmman. The hearing will be adjourned until 10 a. m. to- 
morrow morning. 


(Thereupon, at 11:50 a. m., the committee recessed, to reconvene at 
10 a. m., Friday, April 12, 1957.) 
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READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


FRIDAY, APRIL 12, 1957 


House or REPRESENTATIVES, 
ComMitTrrr on Post Orrice AND Crivin SERVICE, 
Washington, D. @. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. 

Mr. Hemphill has a statement he wishes to insert in the record at 
this point. 

Mr. Hempniti. Mr. Chairman, I was interested yesterday in the 
letter you put in the record from Secretary of the Treasury George M. 
Humphrey with respect to the bills now pending before this committee. 
I believe Governor Langlie commented that the Secretary of the 
Treasury held no public hearings and the mail users had to look to 
Congress to get all the facts. 

I have here the statistics of income from 1953, part 2, Corporation 
Income Tax Returns, page 28, and I find some information which I 
think would be of value to the committee. 

Line 78, I believe it is, indicates that the total number of returns 
received from the printing, publishing, and allied industries was 
13,602. Of those, 9,427 made returns and 4,175 made no returns. Of 
the 4,175 that made no returns there was a deficit of $37,301,000. Of 
those 9,427 that made returns the total compiled receipts were $7,841,- 
005,000, but the net income was only $663 million, of which they paid 
$337,296,000 in taxes. 

I have also here an analysis for newspapers, periodicals, books, com- 
mercial printing, and other printing publishers 

I would like to insert in the record those six lines just for the infor- 
mation of the committee. 

The Cuatrman. The table will be inserted in the record at this 
point. 

(The table referred to follows:) 
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Mr. Hemenui.. I would like to point out an analysis which I think 
should be inserted right after that table is inserted. 

Statistics show with respect to newspapers and periodicals that 
3,000-plus reported. Of those that reported 2,274 made income-tax 
returns with a net income of $311 million with an income tax of $150 
million, but there were also 765 of those newspapers and periodicals 
that made no returns and of those 765 that made no returns there was 
a deficit of $9.5 million. 

Also with respect to the magazines and periodicals, my analysis 
shows, and the table will bear me out, that out of a total of 1,243 
returns, 563, almost half, had no net income and a deficit of $12 mil- 
lion; and of those that made the returns, 680, the net income was $81 
million. 

I just wanted to point that out to you because I was very much in- 
terested in what the Secretary of the Treasury said:about the postal 
deficit, especially in view of the fact that he advoeates cutting the 
budget on one hand and then, if I understand correctly, goes over to 
the other side of the Capitol and advocates putting back the cuts. 

I am very much interested in the impact of the proposed rate of 
the postal policy on industry and I thought that mformation was 
both pro and con. Some can argue one way and some the other, and 
T think it should be included. Thank you. 

The CuHatrman. Very well. 

The first witness this morning is Herbert B. Brand, director of the 
railway mail transportation division, Association of American Rail- 
roads. We will be glad to hear from Mr. Brand. 


STATEMENT OF HERBERT B. BRAND, DIRECTOR, RAILWAY MAIL 
TRANSPORTATION DIVISION, ASSOCIATION OF AMERICAN RAIL- 
ROADS, WASHINGTON, D. C. 


Mr. Branp. Mr. Chairman and members of the committee, I am 
Herbert B. Brand. My address is 705 Transportation Building, 
Washington 6, D. C. I am director of the railway mail transporta- 
tion division of the Association of American Railroads, and have 
held this position since the division was established in 1954. 

First, I wish to thank you for giving me the opportunity of ap- 
pearing before you to express the views of the railroad industry with 
respect to the proposed increases in postal rates, as shown in H. R. 
5836. 

I appear before you today on behalf of the railroad industry as 
represented by the Association of American Railroads. As in 1956, 
the board of directors of the association has again considered and 
concluded to support the postal rate increases proposed by the Post- 
master General in H. R. 5836. 

Since World War II inflationary pressures in our economy have 
greatly increased the cost of operating virtually every business which 
provides services for the people. The Post Office Department and 
the railroads of the country have been similarly affected by these 
economic developments. Increased wage, material, and equipment 
costs have sharply and repeatedly increased the operating expenses of 
both the Department and the railroads. These facts pertaining to the 
Post Office are well known to you. 
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The Post Office Department and the railroads have another common 
characteristic. The rates and charges of both are subjeet to control 
or regulation by others. Railroads are naturally sympathetic with 
the Postmaster General in his effort to raise postal rates to materially 
reduce, if not eliminate the annual postal deficit, which the Postmaster 
General estimates to be $651 million in fiscal 1958. This huge deficit 
will become even greater in the absence of authority from you to 
increase the charges to those who use and benefit from the postal 
services. 

The railroads are, of course, heavy users of postal services. These 
proposed increases in postal rates have been estimated to raise railroad 
postage costs by more than 30 percent in fiscal 1958. We believe it 
only right, however, that we pay our fair share of the Department’s 
increased cost of providing mail service to us. 

The railroads also pay large amounts of income taxes to the Federal 
Government, now estimated at more than $1 million per day. We 
believe that we, as well as other general taxpayers, should not be taxed 
to meet the tremendous losses incurred for the benefit of postal users, 

We sincerely believe that the postal rate increases in part I of the 
bill before you are sound in principle and are equitable and we urge 
your favorable report on that portion of the bill. 

Thank you. 

The Cuamman. Thank you, Mr. Brand. Are there any questions 
of Mr. Brand? 

Mr. Porter. Mr. Chairman. 

The Cuarrman. Mr. Porter. 

Mr. Porter. I would like to ask him about that $100 million we heard 
about the other day. Do you know what I am talking about? 

Mr. Branp. I think so. 

Mr. Porter. What is the story on that? 

Mr. Brann. Mr. Chairman, yesterday I testified before the Senate 
Post Office Committee on exactly that point, and with your permission 
I would like to read what I said in answer to that. 

The Carman. Very well. 

Mr. Brann. The charge of this $100 million subsidy is contained 
in a report prepared by a group of people known as the Advisory 
Council to the Senate Post Office and Civil Service Committee. 

Mr. Porter. Just for the clarification of the record here, does this 
concern the nonenforcement of United States Code 39, section 557 ? 

Mr. Branp. That is true, sir. 

Mr. Porter. And it alleges that the Post Office Department is cur- 
rently overpaying the railroads $100 million a year? 

Mr. Branp. That is correct, sir. 

Mr.  iaainiceae You are referring to page 36 and page 37 of that 
report ! 

fr. Brann. I believe that is the reference. Yes, that is it, sir. 

The Advisory Council report says that by not enforcing an existing 
Federal statute, the executive branch has caused the Post Office to 
grant railroads a subsidy of $100 million a year. 

It is difficult to imagine a more baseless, untrue, and irresponsible 
assertion. The factsare: 

(1) the post office did endeavor to have the statute mentioned 
applied, but after investigation the Interstate Commerce Com- 
mission held it to be obsolete and incapable of application ; 
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(2) the railroads are paid on the basis of their mail transporta- 
tion costs, as determined by the ICC in litigated proceedings; 

(3) the railroads receive no subsidy from the post office or any 
other agency of the Government, although their highway and 
air competitors do receive substantial financial assistance from 
various Government agencies; and 

(4) the railrads are now spending more money to serve the 
Department than the Department is paying them. 

Let us examine first the coon $100 million subsidy. A subsidy 
is a payment—in cash, property or service—in excess of fair com- 
pensation for services rendered. There is no statutory authority for 
the post office to pay railroads any subsidy whatsoever and its does 
not do so. 

In general, the Department pays the railroads for the many services 
already described, rates and charges fixed by the Interstate Commerce 
Commission. The railroads cannot set their own mail rates. The 
Commission has never fixed rates and charges higher than the railroad 
cost incurred to serve the Department; it has fixed them below the 
railroad cost. 

The Commission does not casually accept railroad figures as the 
actual cost; regular legal proceedings, including field studies, long 
hearings and legal arguments, are held to determine the cost. Post 
office and Department of Justice lawyers and witnesses participate, and 
the entire Commission makes the decision in a quasi-judicial capacity. 
For example, in 1947 the railroads were forced by rising costs to seek 
an increase in mail rates. It was 1951 before the final increase was 
granted, the first since 1928. The Commission relied on its own cost 
study, and expressly stated that the increase would not cover the entire 
railroad-mail costs as found by that study. 

This increase did not, in fact, provide revenues sufficient to cover 
costs, and costs continued to rise. In 1953 an increase was sought to 
cover this deficiency. The railroads finally agreed with the Depart- 
ment upon a 10-percent compromise settlement and this was later 
approved by the Commission. The Commission again found, how- 
ever, on the basis of the evidence, that the 10 percent was not adequate 
to meet the increase in railroad-mail costs. Because of subsequent 
changes in policies and practices of the Post Office Department the 
railroads actually realized only a small part of this increase. 

With rates already too low to cover costs, the rise in expenses since 
1953 has increased the railroad-mail deficit. The railroads are now 
before the ICC seeking rate increases to compensate them for the full 
costs being incurred to serve the Department. 

The law requires railroads to serve the Department as it commands 
and, for that reason, also provides that railroads are entitled to fair 
and just compensation as determined by the ICC. The Supreme 
Court has held that the Constitution entitles the railroads to recover 
from the Government their full cost incurred in furnishing services 
required by the Department. But, as I have explained, the ICC has 
conservatively fixed rates on the low side. In addition, the Depart- 
ment has successfully negotiated a number of railroad contracts for 
particular services at less than the Commission-fixed rates. For these 
reasons, along with constant increases in wage rates and other rail- 
road expenses, since World War II, the Department now pays far less 
to the railroads than they spend to transport and handle mail. 
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It is fantastic to say that a business is subsidized when it is not even 
receiving compensation sufficient to cover the cost of its service. The 
Department may not agree that our costs are as high as we believe, 
but the Commission will eventually resolve this question of fact. It is 
indisputable that present railroad rates are below cost and, by per- 
forming mail transportation at a loss, the railroads are actually sub- 
sidizing the Post Office and the Federal Government. Ironically, the 
Government at the same time is subsidizing railroad competitors. 
Not only has the Post Office—now the CAB—paid millions of dollars 
in cash subsidies to the airlines under the Civil Aeronautics Act, but 
in fiscal 1956 the Federal Government spent $790 million for highways 
and $263 million for cash subsidy and aviation aids and facilities. 
In addition, State and county expenditures for these or similar 
purposes were substantial. 

Under these circumstances, how could the Advisory Council pos- 
sibly conclude that the railroads are being subsidized? Ignoring 
railroad losses in carrying mail, the council says a subsidy exists 
through the failure of the executive branch to enforce the provisions 
of section 557 of title 39 of the United States Code. This section 
was enacted in 1916. 

It provides that from time to time the Postmaster General (1) shall 
request information from the Interstate Commerce Commission as to 
revenue received by the railroads from express companies for services 
connected with the transportation of express matter; and (2) may in 
his discretion arrange for the transportation of other than first-class 
mail at rates not exceeding those so ascertained. 

In the first place, the Council’s basic premise is incorrect. The 
Post Office has made every effort to invoke this section. The Inter- 
state Commerce Commission, which, of course, is an arm of Congress, 
not part of the executive branch, has investigated and held that the 
1916 provision is now obsolete, useless, and incapable of enforcement. 
The reasons are apparent. 

The transportation of express matter by railroads is not now, and 
has not been for many years, performed under a rate system. It is 
therefore impossible to ascertain rates as directed by the statute. 

Further, there are no “express companies” in existence in the sense 
contemplated by section 557. 

Mr. Porter. Do I understand that your position is that this law 
no longer applies? Even though it is on the books it is unworkable? 

Mr. Branp. That is correct. That is our position and it is also 
the ruling of the Interstate Commerce Commission. 

Mr. Porter. Have you sought the repeal of this law? 

Mr. Branp. We have not to my knowledge sought repeal of it, 
because we accept the Commission’s conclusion that it has no applica- 
tion, and that to us in a sense is a repeal of it. 

Mr. Porter. And the Post Office Department to your knowledge 
has accepted it also? 

Mr. Branp. That is right. 

The Cuairman. The Interstate Commerce Commission says it is 
obsolete ? 

Mr. Branp. That is right, sir. 

In 1916 the express business was conducted by a number of inde- 
pendently owned and operated companies which did buy transporta- 
tion from the railroads. These companies long ago ceased to exist. 
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Since 1929 the express business has been carried on by the railroads 
through their wholly owned ae Express Agency. It acts for 
the railroads themselves in selling the complete express service, in- 
cluding air express and other services, to the public. 

The agency does not buy transportation from railroads and there are 
no railroad “rates” for express transportation. The only “rates” now 
involved are those charged the public by the agency. The agenc 
collects the gross revenue from the public, pays its expenses, whic 
include nothing for railroad transportation, and then hands the re- 
mainder over to the railroads. This remainder is not paid or received 
as compensation for rail-transportation service for express. The 
amount of the remainder does not necessarily have any relation to what 
the railroads would charge the agency if it were buying rail-transpor- 
tation service; the amount may be considerably more or less than fair 
compensation. It is simply whatever is left over. 

Thus, the present organization and operation of the express business 
bear no similarity to the situation when section 557 was passed in 1916. 

Mr. JoHansen. Will the gentleman let me interrupt at that point? 
I am a‘hittle fuzzy in my mind as to what this “left over” is. Is ita 

rofit? 

Mr. Branp. Mr. Johansen, the express company does not make a 
profit in the sense that you normally associate with private business. 
They collect for their services to the public the charges that are fixed 
by the Interstate Commerce Commission. Then out of that sum of 
money they paid their expenses of doing business and give the rail- 
roads who own them whatever is left over, but in their expenses that 
they pay nothing is included for the transportation service that the 
railroad provides the express agency. 

Mr. Jonansen. Is the express agency then in a sense subsidized by 
the railroads so far as the service is concerned ? 

Mr. Branp. I do not know that I would say that, Mr. Johansen. 
We do not have any measure for determining the value of the trans- 
portation service we provide the express agency, and therefore we 
do not know whether this sum of money is above or below that cost. 
It makes no difference to us because that is all the money that is left 
over anyhow, and whether or not we established a measuring stick to 
determine whether the balance is adequate or not would have no effect 
on what that balance is. 

The Cuarrman. In other words, first you deduct all the operatin. 
expenses of the express company outside of the transportation ana 
then if there is anything left over it just goes to the railroads who 
own the express company; is that correct ? ' 
Mr. Branp. That is correct, sir. 

Mr. Gross. Is there a profit reserved to the express company ? 

Mr. Branp. No, sir. 

Mr. Gross. You just deduct operating expenses? 

Mr. Branp. The express company deducts their wages, their oper- 
ating expenses, their rents, and other things of that nature. 

Mr. Gross. What about profit ? 

Mr. Branp. There is no profit to the express agency. They make 
no profit. 

Mr. JoHANSEN. However, is there not to the railroad ? 
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Mr. Brann. The balance of the money that comes to us, of course, 
from the express company is put in our books and if there is a profit 
to the railroads part of that goes into their final calculation. 

Mr. Gross. Well, is there a profit ? 

Mr. Branp. We say that sroae is not generally. I am getting into 
a field that I am not too familiar with. 

Mr. Gross. Who is qualified? Is anyone here qualified to say 
whether there is a profit or not ? 

Mr. Branp. We have an express witness here who may be willing 
to answer that, Mr. Gross. 

Mr. Porter. Excuse me. May I regain the floor, Mr. Chairman? 

The Cuarrman,. All right. 

Mr. Porter. Is it true there is no statutory basis for this procedure 
you just described ? 

Mr. Branp. It has the approval of the Interstate Commerce Com- 
mission. 

Mr. Porrer. Is it your position that the ICC can repeal or ignore 
a law? 

Mr. Branp. I would not say that, sir. The Commission has in a 
formal proceeding instituted by the Post Office Department ruled on 
that specific question. That was the nature of the proceeding. The 
Commission has ruled that because of the changed circumstances since 
1916 the law cannot possibly be enforced. It has no application and 
it is obsolete in their view. 

Mr. Porter. That is not something I can hold your association re- 
sponsible for, but I want to express my amazement that the ICC, 
though it is an arm of Congress, and like the GAO, different from 
other agencies, can change a law or ignore a law. It surprises me. 

Mr. JoHANSEN. Will the gentleman yield? 

Mr. Porter. Yes. 

Mr. Jonansen. To your knowledge is there contemplated any chal- 
lenge of that ruling by the ICC in the courts? 

Mr. Branp. I would have to answer that I do not know. That 
decision I referred to by the Commission was made in 1950 and the 
Department has taken no action since then, so I would assume that 
they have accepted it and do not intend to challenge it in the courts. 

Mr. JouHansen. I did not mean to interrupt the reading. 

Mr. Porter. I would like to hear the rest of the statement. 

Mr. Branp. I will pick up where I left off. 

The Post Office itself, having originally sought enforcement of 
section 557, has accepted the Commission’s determination that the 
section is unenforceable in the light of changed circumstances since 
1916, and informed your committee—that is the Senate Post Office. 
oo its views through the testimony of Mr. Stans on March 
21, 1957. 

The Post Office already enjoys advantages over express and there 
is no basis for the Advisory Council’s statement that the Post Office 
pays the railroads 60 percent more than do comparable customers. 
A few facts will make this quite clear. 

In the first place, the railroads serve no customers comparable to 
the Post Office Department. For no other customers are the railroads 
obligated— 

(1) to undertake transportation in accordance with detailed regu- 
lations of the customer ; 





READJUSTMENT OF POSTAL RATES 677 


(2) to build equipment, involving a large outlay, in accordance 
with customer specifications—equipment of no use to railroads except 
to serve that one customer ; 

(3) tocarry free of charge the customer’s personnel while traveling 
in the performance of their duties for the customer even though such 
duties may not be directly connected with rail transportation ; 

(4) to perform additional services such as spotting cars in pas- 
senger stations in advance of train movements so that the customer 
may use those cars as office space for his employees ; and 

5) to place that customer’s requirements above those of all other 
customers, or be subject to fines. 

In this connection, your committee may be interested in the fact 
that, since 1939, percentage increases in mail rates have consistently 
and substantially lagged behind the increases in express rates. In 
fact, the cumulative mail-rate increase since that time is 35 percentage 
points lower than the cumulative increase in express rates. 

With the above facts in mind it should be clear that railroads 
receive no subsidy from the Post Office. 

The CHarrman. What increase in rates are the railroads now seek- 
ing from the ICC? You have a proceeding pending there, have you 
not ¢ 

Mr. Branp. That is right. There are three separate proceedings. 

The Cuamman. How much increase do they involve? 

Mr. Branp. The group of eastern railroads have asked for an in- 
crease which would amount, based on the present revenues, to about. 
$65 million. 

The Cuarrman. About what percentage is that? 

Mr. Branp. That is about a 60-, 61-, or 62-percent increase. The 
southern lines have not asked for any particular amount, but simply 
fair and reasonable rates. The western lines have done the same as 
the southern lines. I would also want to say that in the application 
of the eastern lines they asked for fair and reasonable rates and they 
calculated their increases in costs to require something like 60 percent 
to recover their costs. 

The CuarrMan. How long have those proceedings been before the 
Commission ? 

Mr. Branp. The first one was filed last summer, I think along in 
the middle of the summer, and the southern application was filed in 
August, I believe, of last year, and the western lines, I believe, filed 
the first part of this year, in February. 

The Cuarrman. Are there any further questions? 

Mr. Porter. Mr. Brand, I a glad to have your statement on the 
record, but I must say I still feel I do not understand the situation. 

Mr. Johansen the other day well expressed it when we were talking 
about second-class rates. We have people come in here and tell us 
that their magazine is more than paying its way. The Postmaster 
General tells us it is about a million dollars a year loss. You are sayin 
the railroads are underpaid. They are saying they are overpaid, wad 
I think that this is an important issue and I know I need more informa- 
tion on it. 

Mr. Hempuitnt. Would you yield to me a minute? 

Mr. Porter. Yes. 
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Mr. Hempuity. Along that line, I just been examining the testimony 
taken before the Senate committee in which Mr. Stans made some 
statements. I suppose you are familiar with that, are you not? 

Mr. Branp. Yes, sir. : 

Mr. Hempurty. I want to read this excerpt from the testimony to 
you and show you what Mr. Stans said about it. The counsel asked: 

Do you believe after working at this thing for 4 years that there is any sub- 
stance of facts in this statement that they probably are overcharging the Post 
Office Department if you compare it to the charges they make to the Railroad 
Express Agency? 

Mr. Stans. I would like to answer that in this way, that they are obviously 
getting more from us for carrying the mails. 

CounsEL. The same kind of mail? 

Mr. Stans. Than they are realizing on Railway Express. 

CouNsEL. The same kind of mail? 

Mr. Stans. The fact of that is that the Railway Express Co. is not a profitable 
operation and its losses have to be assessed back against the railroads each year 
so that the railroads do not realize as much on express as they do on the mail 
they carry for us. 

CouNsEL. If the Interstate Commerce Commission would grant petition how 
much do you think it would save the Post Office Department currently? 

Mr. Stans. It would be considerable. I would have to make some computations, 
but it would be a very considerable amount of money. 

CouNsEL. Apparently close to the hundred million? 

Mr. Srans. I would not be surprised. 

I am sure you appreciate the dilemma we are in in this committee 
when the Deputy Postmaster General makes the statement before the 
Senate committee that you are charging the mails more than you are 
charging Railway Express which you own. 

The Cuarrman. Of course, that is all left to the Interstate Com- 
merce Commission. Congress has nothing to do with it. This all 
happened when Postmaster General Donaldson was in office. This 
decision was back in 1950. 

Mr. Hempnm.. Of course, Mr. Chairman, I certainly do not want to 
get into any dispute with the distinguished chairman. 

My question is: “How can the railroads justify charging the mails 
more, which means the taxpayers are paying it”? 

The Cuatrman. However, the Congress has no control over that. 
The Interstate Commerce Commission is the authority on it, not the 
Congress. 

Mr. Hempuu.. I understand the authority, sir, but he said he was 
not making a profit on railway express and he testified before this com- 
mittee a minute ago that the only thing they charged the mail was the 
operating expense, or the cost. If they are charging the Railway Ex- 
press more than they are charging the mails and they are charging the 
mails at cost, then they are making either a profit on the Railway Ex- 
press or realizing some revenue, and that is what I want to ask the 
distinguished witness. 

Mr. Branp. Perhaps I may be able to clear up part of that and also 
part of the question that you asked, Mr. Porter. 

First of all, regardless of whether Mr. Stans believes that we are 
being overpaid, the fact remains that the Interstate Commerce Com- 
mission settles the question based on evidence presented by Mr. Stans 
and by the railroads. They settle that through proceedings in which 
each party has ample opportunity to present whatever he thinks is 


proper. 





READJUSTMENT OF POSTAL RATES 679 


The Interstate Commerce Commission also fixes the express rates, 
which the public pays. Neither one of these rates, neither the rates 
that we charge the Post Office Department for transportation, nor the 
rates the express companies charge the public, has anything to do with 
postage rates. The level of postage rates which the Post Office De- 
partment charges the public has nothing to do with what the Post 
Office Department pays us for transporting the mail. 

Mr. Hempuity. If you are overcharging the Post Office Depart- 
ment whether by authority or grace of the Interstate Commerce Com- 
mission or whoever it is, and the Post Office is running a deficit, the 
fact that you are overcharging must have some indirect, if not direct, 
bearing on that deficit, does it not? 

Mr. Branpb. Perhaps. 

Mr. Hemrun. If you are charging somebody too much and some- 
body is losing money at the other end, then the overcharge must be 
considered. That is just elementary, is it not, sir? 

Mr. Branp. I would like to read, if you will permit me to, a com- 
ment which the Interstate Commerce Commission included in their 
report in which they disposed of the proceedings which we began in 
1947 for an increase in our rates. It was disposed of over 41%4 years 
later and they had this to say about the rates they fixed which we 
were to charge the Post Office Department: 

Unless these carriers are able to effectuate economies in their operations, which 
it is their duty constantly to keep in mind, even the rates of pay prescribed herein 
will not cover the entire costs attributable to the handling of the mails, including 
a reasonable return on all the property devoted to mail service and an allowance 
for Federal income taxes. 

The Commission themselves said this would not cover our costs ex- 
cept under certain conditions. 

Mr. Hempniy. I appreciate your reason, which gives rise to this 
question: Are the railroads making any money out of carrying the 
mails? 

Mr. Branp. We say that the present revenues do not cover our full 
costs of handling the mail. 

Mr. Hempnity, Then you would be better off if you were not han- 
dling the mail? 

Mr. Branp. No, I would not say that. There is a difference between 
our full cost and other measures for determining whether we would be 
better off or less better off with or without the mail. As long as the 
revenues from the mail contribute something to our net we obviously 
are better off with it. ‘ 

Mr. Hempuit. If it contributes to your net it must be a profit, is 
it not? You just do not want to call it a contribution to net or the 
surplus, or left over, or something; is that it ? 

Mr. Branp. I do not thing it 1s a profit. It is an amount left over 
above our expenses of doing business for the Postmaster General. 

Mr. Hempnity. Don’t misunderstand me. I think you ought to 
make a profit in anything you do. 

Mr. Branp. So do we, and we would like to. 

Mr. Hempniy. I do not think you ought to deny it when you make 
a profit, however. . ‘ 

Mr. Branp. We would not; I am sure of that. 

Mr. Hempuitu. Then are you making a profit or not? 
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Mr. Brann. No, sir. 

Mr. Hempnitt. Are you suffering a loss? 

Mr. Branp. If I have to answer yes or no to that one question I 
would say “yes.” 

Mr. Gross. Will the gentleman yield ? 

Mr. Hempntcy. Yes. 

Mr. Gross. On the subject of profit, is it the express company or the 
railroads, or are we dealing with one subject ? 

Mr. Hempnry. Actually it is sort of the same person because the 
railroads own the Railway Express, do they not? 

Mr. Branv. That is correct. 

Mr. Hempnix. If the Railway Express makes money the railroad 
naturally makes money. This is logical. The thing that concerns 
me, sir, is you say you are not making a profit. Do you now say you 
are operating at a loss insofar as the mail is concerned ? 

Mr. Branp. We say that the mail is not providing the full cost of 
the service that we perform. 

Mr. Hempuiiy. Then you are losing money ¢ 

Mr. Branp. Under that interpretation, yes. 

Mr. JoHansen. What other interpretation is possible, may I ask, 
Mr. Brand? 

Mr. Branp. There are costs in the full cost of doing business which 
are excluded if you calculate our return on the basis of our added or 
out-of-pocket cost for doing business. 

Now, we are getting back—I believe this is correct—from the Post 
Office Department more than our out-of-pocket costs in some cases, 
but not the full cost of doing business, which would include a return 
on investment, plus an allowance for income taxes. 

Mr. JoHANSEN. Will the gentleman yield? 

Mr. Hempuim.. Certainly, sir. 

Mr. JoHANSEN. Mr. Brand, please understand I am not antirailroad 
and I am not against your making a profit, and I think you have a 
very important place in the economy, but I wonder if the gentleman 
wants to correct what I understood to be his statement to the effect 
that there was no relationship between the charges made by the rail- 
roads to the Post Office and postal rates and postal rate matters. Did 
I misunderstand the gentleman ? 

Mr. Branp. You understood me. That is what I said and I think 
that is correct, sir. 

Mr. JoHANSEN. I am amazed. 

Mr. Hempuiny. Will you yield back to me just a minute? 

Mr. JoHANSEN. Yes, 

Mr. Hempuiy. Then, sir, what is your feeling if whatever money 
you make. out of the mails or do not make, or whatever loss you sustain 
or do not sustain, or whatever I believe you can call what is left over 
from what you get from Railway Express, is not important in the 
rate-making structure that we are deciding here? What is the atti- 
tude of your association on the rates? 

Mr. Branp. On the postage rates? 

Mr. Hempui. Yes, sir. 

Mr. Branp. We think that the postal service should be more nearly 
self-supporting than it is now and that where you can identify the 
services that are performed for specific individuals or companies, 
they should pay the cost of that service. 
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Mr. Hempuit, Then, sir, since you are not making any profit, if 
the Post Office Department were able to put into effect its own trans- 
portation, say, at 50 or 75 percent of what it is paying the railroads, do 
you think that this committee should resenineal that to put the post 
office on a pay-as-you-go basis? 

Mr. Branp. If the ‘Post Office Department could do that I do not 
think you would have to recommend it to them. They would do it 
themselves. They are doing that. 

The Cuarrman. They have been doing it right along. 

Mr. Branp. They are diverting mail from us to other means of 
transportation where they find it to their advantage to do. 

Mr. Hempnity. You are not suggesting that we eliminate the rail- 
roads as a service or communication 

Mr. Branp. I hope no one gets that impression. 

Mr. Hempni. Just because they are not making a profit? 

Mr. Brann. No, sir; I am not recommending that. 

Mr. Hemprm. ‘Thank you, sir. 

Mr. Porter. Just one other comment. Are you familiar with the 
views of Roy C. Frank, former Solicitor of the Post Office Depart- 
ment and now general counsel of the Parcel Post Association, with 
regard to this so-called alleged $100 million overpayment ? 

Mr. Branp. No, sir; I am not. 

Mr. Porter. I understand, Mr. Chairman, that he is prepared to 
testify on this matter and just as one member of the committee I would 
be interested in hearing another side of this, because if we can save 
$100 million which does add to the deficit 

The CuHarrmMaNn. How can we save it when it is a matter for determi- 
nation by the Interstate Commerce Commisison? We cannot take 
over the jurisdiction of the Interstate Commerce Commission. The 
Department has to pay whatever the Interstate Commerce Commis- 
sion says. 

Mr. Porter. I agree, but if we come to the conclusion that it is not 
overpayment I w ould think that would have some meaning to the 
ICC and I would like to know if it is an overpayment. 

The CuatrMan. I disagree with the gentleman. 

Mr. JoHANSsEN. Mr. Chairman, I am a little hazy yet as to the 
gentleman’s answer. With respect to the statement which I find in 
this editorial which I got earlier in the week, which apparently refers 
to the Citizens Advisory Council statement, is there basis in fact 
or not for the statement that— 








Whereas in 1955 the Post Office Department in round figures paid the rail- 
roads 80 cents per equated car-miles to carry second-, third-, and fourth-class 
mail, the Express Co. paid just half as much, or only 40 cents. 

I am hazy as to the answer as to whether that is a correct statement. 

Mr. Branv. Mr. Johansen, I am sorry that I will not be able to 
help you on that. I do not have any figures on that at all. We could 
obtain them perhaps, or perhaps the gentleman here from the Express 
Agency may be able to answer that, but I cannot. I do not have any 
figures of that nature. 

Mr. JoHANSEN. With all due respect to the Interstate Commmerce 
Commission and everyone else, I am interested in the answer. I know 
very little about the statutory provisions governing the Interstate 
Commerce Commission, but I certainly w ould think that there is some 
statutory control over its actions that would prevent what appears 
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to be a gross inequity. Maybe it isnot. Maybe there is an explana- 
tion, but I would like it. 

Mr. Gross. Mr. Chairman. 

The Cuarmman. Mr. Gross. 

Mr. Gross. You are here representing the Express Co. as well as 
the railroads? 

Mr. Brann. No, sir; I am representing the railroads, but not to 
testify on express matters. We have men who are far better quali- 
fied than I to testify on express matters. 

Mr. Gross. Like the gentleman from Oregon, Mr. Porter, was, and 
perhaps still is, I am still confused about this thing. The railroads 
get from the Express Co. what is left over, is that correct ? 

Mr. Branp. That is correct, sir. 

Mr. Gross. What kind of an accounting is there as between the Ex- 
press Co. and the railroads? Is that money just dumped over to 
them ? 

Mr. Branp. It is turned over to the railroads on a predetermined 
basis. There again I will have to plead that I am not familiar 
enough with that to give you a real good answer, but that can be 
given to you right now if you would like it. 

The Cuamman. Let us get along with the rate hearing. We have 
gotten off on a side track here that has no be: aring on this rate question. 

Mr. Gross. I think it has a very definite bearing. 

The Cuarrman. The Post Office Department must pay whatever 
the Interstate Commerce Commission says it must pay for « carrying 
the mail. Congress created the Interstate Commerce Commission and 
gave it that authority. The Post Office Department has protested 
time and again against certain raises given the railroads carrying the 
mails, but still the ICC fixes these rates, after all. 

Mr. Branp. That is why the railroads are back in asking for an 
increase in the transportation rate for mail now. We do not think 
they cover our costs and we have data to present that we believe will 
convince the Commission that it does not. 

Mr. JonaNnsen. If the increase is granted with respect to the post 
office would there be an increase with: respect to the Express Co. ? 

Mr. Branp. That I do not know, sir. 

The Caarrman. Thank you very much, Mr. Brand. 

The last witness is Mr. Thomas E. Baugh, president of Good Will 
Sales, Inc., of Gastonia, N. C. Representative Whitener, in whose 
district Mr. Baugh resides, could not be present this morning to intro- 
duce Mr. Baugh. He had to be out of the city. We will be glad to 
hear from you, Mr. Baugh. 

Mr. Hempnmy. I will be glad to introduce him. Mr. Whitener 
regrets he could not be here. Mr. Baugh is president of Good Will 
Sales, Inc., prominent in the civic, business, and religious life of Gas- 
tonia and Gaston County. 

The corporation deals in the mail-order business. I believe they sell 
everything from small appliances to television sets, radios, et cetera. 
They do a $2 million business a year and their third-class postage is 
$75,000. 

The Cuatrman. All right, Mr. Baugh. 
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STATEMENT OF THOMAS E. BAUGH, PRESIDENT, GOOD WILL SALES, 
INC., GASTONIA, N. C. 


Mr. Bavueu. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, this being my first 
appearance before such a committee, I assure you that I have not been 
briefed either pro or con by any group on the above subject in regard to 
the postal hassle in which we find ourselves at this particular time. I 
am appearing before you with the thought in mind of possibly explain- 
ing to you in brief the problems that confront the company that I am 
representing. ; 

In my opinion there are two very basic things that confront this 
committee at this time and certainly should be settled by our Congress 
at least for many years to come, and that is: 

(1) It must be decided “Is the Postal Department a business or is it 
a public service—and to what degree ?” 

(2) Congress must have, in my opinion, a policy and a yardstick of 
measurement as to how this Department of the Government shall be 
run. 

I think the above two items are basically the problem that we should 
be interested in and make an honest effort to whip. It is awfully hard 
to make decisions standing in a dark room, not knowing exactly what 
pattern or what line of thought you are expected to follow. I do not 
see where we can, year after year, as our past pattern has been, just for 
the sake of so-called operating within the budget, start talking, raise 
rates, or raise prices. 

This, in my opinion, has never been a formula to follow. That is 
only taking the road of least resistance, or being able to do something 
so-called easy and this country of ours, as you gentlemen know, was not 
developed or built in that fashion. 

As a third-class user of the mail, you could easily think “He is going 
to be hurt, so he is hollering,” and that, gentlemen, is true, because we 
third-class users of the mail will be hurt, and in my estimation un- 
fairly ; because I do not think, regardless of certain press releases, that 
we are being subsidized by the taxpayer. Weare paying at the present 
time 114 cents for each piece of mail that we send, and we do on our 
own payroll, by far, the majority of the cost involved in the handling 
of that mail. We in our own operations sort that mail by towns ed 
cities. We then sort by States and tie the mail for each individual 
town in bundles, and then bag that mail by States, close the bag, put it 
on our trucks, and haul it to the post office for them only to put it on a 
truck and go directly to the train. 

In regard to this point, my contention has been through the years, 
that we could save money to the Postal Department by bypassing 
the post office and going directly on our truck to the train, which I am 
sure most third-class mail users would be glad to do. 

Third-class mail users, over a 12-month average period, contribute 
to the Post Office Department, in postage bills, approximately $320 
million. Certainly, this amount of money is no little amount or some- 
thing to be dealt with lightly. The amount of sales in volume that this 
expenditure brings into the American economy is well in the billions 
of dollars, plus the millions of people that have their way of life 
working for and being employed by these thousands of concerns. 
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These facts alone, of the employment and the sales involved, would 
add up to very substantial figures in taxes that the Government is 
getting, both from business and employees. It is surprising, or possi- 
bly will be, to you folks that the majority of third-class mail users 
are in the small-business category and not in the large-business ma- 
chine. There are literally thousands of small third-class mail users 
making up this category of business volume and employing these vast 
numbers of people. 

It is, in my opinion, that small business will continue to be the 
backbone of America, even though of late it is not appearing so. I do 
not think in‘the long run that you can get the small-business man 
down—maybe temporarily, but not for good. In our business alone 
we mail 5 million pieces of circular mail per year. 

The CuarrMan. In what business are you engaged? What are you 
selling ¢ 

Mr. Baueu. Mostly housewares items. 

The Cuatrman. Can you list them ? 

Mr. Baven. Aluminumware, percolators, dishes. 

The CuarrmMan. Do you have salesmen out on the road ? 

Mr. Baveu. No. 

The Cuatrman. Do you send most of your appliances through the 
mail ? 

Mr. Baueu. Yes. 

The CuarrMan. So the Post Office Department actually is operating 
your business in one sense of the word. You circularize the people 
to the extent of 5 million pieces of literature a year, and then whatever 
orders you receive in response to these circulars you fill by sending 
your merchandise through the mails; is that correct ? 

Mr. Baveu. I send them through the mail as parcel post; that is 
correct. 

The Cuatrman. Do you call your business a public-service business 
or a business that is operated for profit ? 

Mr. Baveu. No; I made the point that I think the Post Office 
Department will have to decide whether it is a public-service business 
or a business. 

The Cuatrman. In other words, as I see it, the Post Office Depart- 
ment is practically conducting your business operations. 

Mr. Baveu. Naturally, I am in business, and my way of distribu- 
tion happens to be by the use of the Postal Department. 

The Cuarrman. That is right. 

Mr. Baveu. There are several arms of distribution. One method 
of distribution would be direct salesmen. Another method of distri- 
bution would be by newspaper advertising. Another method would 
be the type of method that I am using, and I happen to be using the 
method of distribution by circulars, catalogs, et cetera. 

The Cuarrman. All right. 

Mr. Ceprernera. Will the chairman yield? 

The Cuatrman. Yes. 

Mr. Crperserc. I notice in your statement—maybe you have not 
reached it—you say you employ 30 people and do $2 million worth 
of business per year ; is that correct ? 

Mr. Baven. That is right. 
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Mr. Ceprrserc. Do you know of any local store that can sell the 
same products that you sell and put on 30 people and do $2 million 
worth of business a year ? 

Mr. Baven. That would depend, I imagine, entirely upon the type 
of local business that they might be doing. 

Mr. Ceperserc. I am talking about the retail stores that you com- 
pete with. 

Mr. Baucnu. That again would get back to the average cost of the 
item that we are selling. A dime store selling 10-, 20-, 30-, and 40-cent 
items, so to speak, would have to have an awful lot of volume and 
have to have more sales personnel on the floor, naturally, than a retail 
store who was selling, we will say, nothing but $300 and $400 tele- 
visions, or large appliances, because they could make 2 sales a day and 
have six or seven hundreds worth of business with maybe only 1 man 
on the floor. 

Mr. Ceperserc. Let us take the average hardware store. That is 
the type of equipment you sell; is it not? 

Mr. Baven. We handle electrical appliances; that is right. 

Mr. CeperserG. And the average hardware store has some appli- 
ance business. 

Mr. Bavuoeu. Right. 

Mr. CeperserG. Is it not relatively rare to be able to do $2 million 
worth of business with 30 people? 

Mr. Baveu. From a rare standpoint, I think it gets back to the 
management of a particular business as to how much they can operate 
within the overhead with how many people. I have had 55 people 
doing less business than $2 million, where at the same time I am 
showing here I have approximately 30 now doing approximately $2 
million worth of business, but I think the cutting from the 55 to the 
30 is a benefit to us in our organization of being able to cut our 
operation, because of streamlining this process, or buy a piece of 
machinery, or something like that. 

The CHamman. Do you pay any local taxes outside of your home 
plant there in Gastonia? 

Mr. Baveu. Oh, certainly. 

The Cuarrman. In other communities where you do business? 

Mr. Bavan. I pay a sales tax; yes, sir. 

The Cuatrman. I mean outside of the sales tax. You do not pay 
any other taxes ? 

Mr. Baveu. I do not think a local merchant, unless he is a chain- 
store, pays any taxes in any other place either, unless it is where he 
is doing business. 

The Cuatrman. That is what I am talking about. You do not have 
to pay that kind of tax that the local merchant pays. 

Mr. Bauau. I pay the business tax in my city. 

The CuarrmMan. However, you do business in how many States? 

Mr. Baveu. I do business basically in the Southern States, sir. 

The Cuarrman. All right, sir; go ahead. 

Mr. Bauau. At the present rate this means $75,000 in third-class 
postage. This does not count first class and parcel post expenditures. 
We employ approximately 30 people to conduct our business and our 
annual sales amount to approximately $2 million per year, which as 
you can see is relatively small business; but it is still, as you can see 
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from the above figures, playing a worthwhile part in our national 
economy. We cannot continue to take higher postal costs when they 
are not justified and are not necessary and only become evident. be- 
cause of misconstrued facts. 

The last fiscal year’s figures available, we are told we had a deficit 
of approximately $363 million and, true, to the American public that 
represents a fantastic and, to be more plain, a heck of a lot of money; 
but when we analyze the situation, as I am sure you folks have, and 
we find in this deficit over $363, 000 in welfare items consisting of 
alien address reporting, public sales of United States savings bonds, 
bird stamps, se free-in-county newspapers, it is little w onder that 
we have this deficit. 

The CHarrman. How much do you think those items amount to? 

Mr. Baueu. Just before that I read there, or the entire welfare 
service ¢ 

The Cuatrman. The ones you referred to there. 

Mr. Baucu. The ones that I referred to here would probably 
amount to possibly $40 million or $50 million. 

The Cuamman. Where do you get those figures, $40 million or 
$50 million ? 

Mr. Baveu. On these welfare services that I referred to here? 

The Cuarrman. Yes; these items you referred to here. You say 
it amounts to $40 million to $50 million. Where do you get those 
figures ? 

Mr. Bavueu. I get those figures from the Advisory Council’s report. 

The Cuarrman. All right; go ahead. 

Mr. Baveu. Now, I am not contending that these welfare items 
are wrong, or that they should not be done, but I am contending that 
it is wrong to say that we have such a deficit when it would be : actually 
a book transaction or the welfare expenditures would be coming 
from another fund as a credit to this postal budget, which would mean 
that we would not actually have a deficit based on actual revenue re- 
ceived for service paid for. It is because of these public service re- 
quirements that I said earlier the Post Office has to be looked upon 
as just what it is—a service to the public. 

The CuarrMan,. It also serves your business establishment, does it 
not ? 

Mr. Baveu. It certainly does, sir, but I consider myself as one of 
the people also. 

The CuarrMan. It helped you make a profit, did it not? The Post 
Office Department is a material factor in helping you make that profit ¢ 

Mr. Baveu. Well, I think I could make possibly the same profit, sir, 
if I changed my plan of distribution to another plan of distr ibution. 
I do not think that has a direct bearing on whether I make a profit. 
It has, as the way I am distributing now, sir. 

The Cuarrman. All right. 

Mr. Baveu. I think and contend in connection with this, as all clear- 
thinking businessmen should think, that we should do everything 
within good sound business judgment to operate the Postal Depart- 
ment on as efficient a cost basis as we possibly can. We should be doing 
things in the Department better ways and cheaper. We should be 
cutting overhead where necessary, and conducting the operation in a 
business ms inner, just as we in business have to do if our overhead is 
not properly in line. 
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The Cuarrman. Where can that be done? 
Mr. Baveu. In the Postal Department. 
The Cruarrman. That is what I say. Do you mean you would cur- 

tail the letter carriers and clerks? 

Mr. Bauenu. No; I did not say that. 

The CuarrMan. How would you save that money, then? 

Mr. Bavueu. Well, I think, as in any operation, whether it be the 
Postal Department or most any business, that there are always means 
of practically making economical changes within any operation. 

Now, to get down to a specific basis within the Postal Department, 
not having worked in the Postal Department, and not coming through 
the Postal Department, I wouldn’t want to say at this point that I 
could put my finger on that and say that you could cut out $2 million 
here. 

The Cuarrman. But you are making those broad statements. You 
should be able to substantiate them. You have no basis for the state- 
ments except that they represent your own general idea ? 

Mr. Baveu. On one point alone, I think there could be a reduction 
in costs, as I said before—in the handling of our third-class mail, for 
one thing. We are doing 90 percent of the work on third-class mail 
now, except delivering it at the other end and the amount of trans- 
portation involved to that point. I donot know what those figures are. 
Since we are doing 90 percent of the work and our post offices say 
they are overcrowded and they do not have enough buildings, they 
are jammed, and the man-hours are not enough, why should the post 
office have to touch that bag of mail at all with their people? 

Mr. Crperserc. Would the chairman yield? 

The CratrmMan. Yes, sir. 

Mr. Ceperserc. You said that you would just as soon bring your 
trucks to the depot and put the mail on the train yourself. 

Mr. Baven. Yes, sir. 

Mr. Ceperserc. You recognize that that would need supervision, 
not necessarily in your small city, but in a large city? If in the city 
of Chicago or Detroit you were to have all this third-class mail being 
taken by the mailers in their own trucks to the depot, we would have 
a big traffic jam, so that you would have to have a system whereby they 
would arrive at certain times. That would not save 10 cents. As a 
matter of fact, it would probably cost more money and complicate the 
thing more than by doing it by the present method. 

Mr. Bavueu. Could I answer that, sir? 

Mr. Crepersere. Yes. 

Mr. Baven. Do you realize that in your larger cities, where that 
would become more of a problem, usualy there is a postal employee 
in that operation and organization ? 

Mr. Ceperserc. As a matter of fact, in those large cities, just be- 
cause that is done, we have a postal substation there to do the job. 

Mr. Baven. Could not that postal substation or man stationed 
there verify that mail before it went direct to the train ? 

Mr. Ceperserc. He does it now, I think. 

Mr. Baven. I think so. 

Mr. Ceperserc. He does it at the present time, so that the saving 
there would not amount to much. 

Mr. Baven. I do not think he is doing it there now, unles there 
is a substation within that organization. 
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Mr. Crperserc. When Sears, Roebuck in the city of Detroit sends 
out their catalogs, I do not think they see the post office; I think they 
go directly, but they have some system where they are handled, so 
that we are doing right now a lot of the things which you are men- 
tioning. 

Mr. Bavuau. I think they are, in possibly the bigger cities, but, as 
I say, there are still a lot of smaller individuals that are not Sears, 
Roebuck and some of these larger concerns. 

Mr. Gross. Of course, the Post Office Department has a man in 
Sears, Roebuck, or more than one man there, does it not ? 

Mr. Bavueu. I think so—and they probably set up a substation. 

Mr. Gross. If you did not have your truck at the terminal, there 
would be someone’s truck there. There could be a traffic jam anyway. 

Mr. Baveu. That truck that I am sending down there is using my 
gas and oil. It is not the postal department’s gas and oil. That is 
what I mean. 

Mr. Cepersere. It is a question of sending down 10 half filled 
trucks over 3 or 4 full trucks. 

Mr. Gross. The Post Office Department trucks can be half full, too. 

Mr. Bavueu. That is right, sir. 

Mr. Rees. Where do you send your trucks? Do you have trucks 
all over the country ? 

Mr. Baveu. I am speaking of the trucking of my mail at certain 
periods of the day. After it is bagged and tied by me, I have to take 
it to the post office. 

Mr. Rees. That is, in your home town? 

Mr. Baveu. That is night, sir. 

Mr. Rees. Is that all the trucking you do? 

_ Mr. Baveu. In regard to the handling of that particular mail, yes, 
sir. 

Mr. Ress. Do you do any trucking except to the local post office? 
Do you do any trucking at all with respect to hauling your own 
goods anywhere except to the local post office ? 

Mr. Baveu. Nothing, except commercial trucks that bring in my 
merchandise, or things like that. I do not, sir. 

Mr. Gross. Will the gentleman yield ? 

Mr. Rees. I want to find out. You are talking about the saving in 
using your own trucks. 

Mr. Baveu. I am speaking of just the handling of the mail, sir, 
I am speaking of the cost to the Government. 

Mr. Rees. You handle it just in Gastonia ? 

Mr. Baveu. That is all, sir; but I am applying it to the other users 
of the mails who could do it in their respective cities, not just to me, 
because, being small, I could not probably save the Government $400 
a year. 

Mr. Rees. What else could youdo? Is that not the regular way of 
handling it? 

Mr. Bavuen. It is not the normal way of handling it. Getting away 
from what these gentlemen have been talking about, the larger con- 
cerns, set up with a postal station which has to be set up by the Post 
Office Department within that organization, and with postal employees 
there, and so forth, there are thousands that do not have that postal 
station set up within their organization, and I am saying that we could 
go right on without the Post Office Department handling the mail. 
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Mr. Rees. I do not see how you can do it. 

Mr. Bavueu. The Post Office Department. would have to check our 
mail to see that we were not mailing 5,000 pieces a day and only pay- 
ing for 3,000. They would have to keep a check on our honesty in 
the situation, but I think it would be easier for my local postmaster 
to send a man to my place of business at, say, 4 o’clock in the after- 
noon. It would take possibly 5 minutes of one man’s time to check my 
bags of mail before they went to the train or to a postal truck. They 
are doing some trucking, of course, with the handling of bag mail. 

Mr. Gross. That is the point the gentleman is making here. It is 
to eliminate the operation of taking the mail to the Post Office Depart- 
ment and then having the Post Office Department take it to the train. 

That is why post-office employees are set up in Sears Roebuck. It 
is to stop this movement of Sears Roebuck catalogs, for instance, from 
coming to the Chicago post office and being rehandled and again 
moved to whatever transportation facilities they use. 

That is the gentleman’s point. 

Mr. Rees. I was trying to understand how he could apply that to 
Gastonia. 

The Cuatrman. Proceed. 

Mr. Baveu. I am not applying it to Gastonia, sir. I am applying 
it to the thousands of smaller sain similar to mine throughout the 
country. 

The CuarrmMan. Proceed, sir. 

Mr. Bavueu. Now, I have brought out in the preceding paragraphs 
what we are doing directly in regard to sales and employment and tax 
benefit to our Government from users of third-class mail; but I have 
not touched in any way in the indirect benefits that we give, too, 
namely, manufacturers of products in all categories, men, women, 
and children, to the printing industry of America, to the vast thou- 
sands of salesmen and manufacturers’ representatives who call on us 
and do business with us yearly. When I say “us,” gentlemen, I am 
speaking of the industry. We alone in our business have one manu- 
facturer that we do over $300,000 worth of gross business with each 
year, which in turn helps his plant to run, keeps his people employed, 
who in turn pay their just taxes, both business and individual, to the 
Government. We spend in a year’s time in the printing industry over 
$100,000 for printed material, which in turn is helping the paper 
manufacturer, the men in the woods cutting the trees, and right on 
through their cycle. You would be surprised to learn and to know 
of the thousands of manufacturers who have basically—they will have 
basically—their entire production tied up around users of third-class 
mail. 

Third-class mail has often been referred to by, I am sure, nonthink- 
ing individuals as “junk mail”; but when you stop to consider some of 
these facts that I am trying to present, and see the vast amount of 
employment and see the vast amount of production and the vast amount 
of yearly sales with these things being derived directly because of 
users of third-class mail, I can hardly see where any honest person 
could call this “junk” mail. 

A manufactured product is no earthly good to the manufacturer 
except to build inventory and tie up his money unless his shelves can 
be depleted by way of distribution so that he can make more goods and 
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more inventory. We users of third-class mail are one of the strongest 
and greatest distributors of production reaching the millions of buy- 
ing public that it is possible to reach. We are gambling vast amounts 
of money each year in the preparation of our circulars, the selection 
of our items, and in most cases, not knowing whether the American 
public will buy or accept our items. We take a chance and a risk 
because we are men in this field who think that the American public is 
entitled to know of these new items, to have a chance to buy these new 
items, because in most cases the products that we are handling will 
make their way of life easier and happier—and a happy home is the 
foundation of a stronger America. 

In closing and to summarize, back again to the main issue that faces 
us, the Post Office Department no more than any of our other depart- 
ments, namely, the Department of Agriculture, the Department of 
Justice, the Department of Commerce, et cetera, should be required to 
operate on a break-even basis, when they are all service departments 
of the Government, and must necessarily be looked upon as such. 

I realize that very few of our other departments have any oppor- 
tunity for any degree of revenue such as the Post Office, and for this 
we should be thankful that we do have a department that has a sub- 
stantial amount of revenue, such as the Post Office, I understand, has 
the largest percentage of recovery to its cost, namely, 88 percent, than 
any other department that we operate, and yet when we stop to consider 
that the Post Office Department is the only department, to my know!- 
edge, of the Government, that affects every man, woman, and child, 
regardless of color, race, or creed, I am of the opinion that this is 
pretty wonderful—what we can do with this Department in the way 


of 100-percent service to our 165 million people at the present time in 
the United States. Then, when we look back and remember our Postal 
Department operating during the development of our country, with 
the pony express, Indian runners, and every means available to keep 
the communication lines and the business lines open, it is even more re- 
markable to see the a ess that this Department has made with as 


little a deficit down through the years. We must keep these lines open 
through this Department, “to keep America strong, and we can only do 
= by classifying once and for all that the Post Office Department is 

ublic service to our country and renders broader and more diver- 
sihed and more numerous services than any department that we have, 
realizing, too, that we have some very great departments within our 
Government. 

I want to thank you as members of this committee, for your time and 
consideration, and I hope, regardless of your opinion in this matter, 
that you will fully consider all avenues that are worthy of consid- 
eration. 

Thank you. 

The CuarrmMan. Are there any questions of Mr. Baugh? 

Mr. Rees. I have a question. 

The Cuarrman. Mr. Rees. 

Mr. Rees. You discussed the question of public service. Do you 
regard your business as a public service whereby the public should 
help contribute to the cost of the service you render ? 

Mr. Baven. I think any time that we can give information to the 
general public it is a service. 
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Mr. Rees. I am talking about your business. 
Mr. Baven. That is what Iam doing. In other words, I am allow- 
ing people to know of various new products on the American market 
which are coming out constantly that are good for the American 
people. It will make things easier for them. “Tt will make their home 
life better. 

I always look on any sort of a business, and I think, to be honest with 
yourself you have to look on business as a service to the people. 

The Cuarrman. Do you not think that the local merchants are con- 
tributing the same kind of benefits to the people? 

Mr. Baveu. I think they are. I think definitely that any man in 
business is giving a service to the American people and, if you do not 
operate your business with that thought in mind—of being a service— 
I do not think that you are doing a successful job in business. 

The Cuairman. Suppose that all businesses operated like yours, 
entirely through the mails. What effect would that have upon the 
cities of the countr y, upon the local business ? 

Mr. Baven. That, sir, would be, of course, a completely different 
economy cycle that we w ‘ould have to approach, and make changes in, 
as to how it would affect, but if all of them did operate that way, I 
don’t think it would do away with our cities. 

The Cuairman. You would paralyze the cities. 

Are there any other questions ? 

Mr. Porrer. Mr. Chairman. 

The Cuarrman. Mr. Porter. 

Mr. Porrer. Do you have any information as to how many of the 
third-class mail users can be properly classified as small business? 
I know that you have an opinion, but have you any information ! 

Mr. Baven. Do I have it in regard to definite numbers ? 

Mr. Porter. Yes. 

Mr. Bauen. I don’t have it here. I think there are figures available. 

Mr. Porrer. If you get them, I would be very glad to have you 
supply them. You made the statement that you pay your own way. 
Do you have accounting figures to show that that is true in contradic- 
tion of the post office figures, which show that you do not ? 

Mr. Baveu. The reference to service paid for, and paying our way 
on the large usage was that I was referring, sir, I believe, to dis- 
counting the public service moneys. 

Mr. Porter. Have you made any calculations, based on what part 
of your work is public service and what part should be paid for? 

Mr. Baveu. I was sepaking of the welfare services, of the various 
services that the Postal Department is required to give to the general 
publie. 

Mr. Porter. I meant, have you figured that out with respect to 
third-class mail? 

Mr. Bauecu. The amount of service that we give in regard to third- 
class mail ? 

Mr. Porrer. You made the point, which I call the seed corn point, 
or if you want to use the Post Office phrase in another respect, of 
course, the intangible factors, that you help business. You made the 
point that you and other third-class mail users help business. To some 
extent, I presume that that is true. I am interested in knowing to 
what extent we should give the third-class mail users a consideration in 
terms of a percentage. That is, how much should Congress give? 
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Mr. Baveu. How much do we contribute to the general economic 
picture in sales ¢ 

Mr. Porter. If you should pay in, according to good accounting 
figures, for the service you get from the Post Office, minus X per- 
centage because you do help business generally, as you testified, what 
is that X figure? How much is it, or should we let it go on willy nilly 
year after year, depending on what we happen to appropriate and 
what the rates happen to be, without having any idea ? 

Mr. Bavueu. It is pretty hard for us to answer that question, I 
think, Mr. Porter, because of the accounting system of the Postal 
Department, as to what amount they are charging back to and to 
where of what amount we pay in. 

Mr. ~enaeen Have you made any such computations on what you 
pay in? 

Mr. Baveu. And how they are charging it back? 

Mr. Porter. Yes. 

Mr. Baveu. The only figures I have made are that I do know the 
cost figures of a pouch of mail that is put on the train in my particular 
town. 

Mr. Porter. But you have not made any computations ? 

Mr. Bavueu. To my understanding, the cost of that pouch of mail is 
regardless of whether the bag is full or one-third full or half-full, 
and is $0.134. 

Mr. Porter. That has nothing to do with the overall picture of 
whether third-class mail is paying its way. Do you know what third- 
class revenues are, annually, to the Post Office? 

Mr. Baveu. They are approximately $320 million a year. 

Mr. Portrr. Did the Postmaster General recently say that he would 
save $30 million by cutting out third-class mail ? 

Mr. Baveu. He said something which to me, in my meager way of 
calculations, in accounting, amounts to this—and of course, my calcu- 
lations are meager because I am not an accountant: He said that in 
this 3-month period on this embargo he can save $30 million, and 
during that same 3-month period we third-class mail users’ average on 
a 3-month basis would contribute about $70 million, so that the differ- 
ence between $30 million and $70 million looks to me like a profit, 
but it gets back to a paper transaction of accounting systems. 

Mr. Porter. Actually it was a 2-month period. 

Mr. Baven. In my opinion it would cost that to operate. 

Mr. Porter. Is it your understanding that he would save $30 mil- 
lion if he throws out third-class mail for the quarter? 

Mr. Baveu. It would cost him $30 million, is my understanding, 
because he says he does not have the $30 million that it takes him to 
operate that category for that 3-month period. 

Mr. Porter. So that he would not have to spend $30 million if he 
cuts out third-class mail? Was that not his point? 

_ Mr. Baven. Yes. He did not give any benefit to what is coming 
in. 

Mr. Porter. But he will lose $70 million in revenue ? 

Mr. Bava. Yes, sir. 

Mr. Porter. And he will increase the deficit by $40 million? 

Mr. Baven. I think that is an interpretation of the meaning. As 
I look at it, if I didn’t have $30 million which was needed to do a 
certain thing, and I stopped doing it, regardless of the revenue that 
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I would have if I were able to do that particular thing, if my revenue 
that I would have would enable me to do that particular thing, and 
my cost of it was $30 million and my revenue was $70 million, I 
would deduct and say that I am losing $40 million. 

Mr. Porter. That was the point. In other words, it is your posi- 
tion that this is not a very economic way to save money ? 

Mr. Baveu. I do not think so. 

Another point that I would like to mention is that, if the Post- 
master General in this 3-month period of time would embargo the 
third-class mail, because he is not, manpowerwise, set up to handle it, 
so to speak, or it is a losing proposition, as he says, what would hap- 
pen then if we used first-class mail during that period of time? 

The CHarrman. You would help to pay off the deficit, then. 

Mr. Bauecu. How could we, sir, when he has to do all the work on 
first-class mail ? 

The Cuatrman. If you used first-class mail, that would be quite 
a factor. 

Mr. Baveu. No; it is like the postmaster said to me, “I would 
have to have more people to handle 25,000 circulars a day in first- 
class mail.” 

Mr. Porter. I wondered whether you recognized that the Post- 
master General’s proposal was highly uneconomic. 

The Coareman. Mr. Hemphill. 

Mr. Hempxiy.. What effect will the embargo have on a third-class 
business, such as yours ¢ 

Mr. Bavueu. The effect that the third-class embargo would have on 
me would be basically the same effect that Mr. Summerfield is saying 
that it has on him. 

I set up my business by quarters, the same as evidently he has 
tried to do. 

Mr. Hemreurn. That is debatable. 

Mr. Baven. So my quarter I don’t have any revenue to operate 
on with a new anticipated rate change on me, so to speak, all of a 
sudden. I have allotted my costs—and this is a direct selling cost 
in our type of business. Our postage, our circulars, our envelopes, 
and everything involved in the sale is a cost of sales, and can only 
be classified as a cost of sales. So my costs would be completely out 
of line for this last quarter, the last 3 months of the year, and in my 
—. business it is ironical that it should follow in the same line, 

cause my quarter is running exactly as the Government’s quarter 
is running. 

Mr. Hemreuimu. You have not already spent your fourth quarter’s 
budget, have you? 

Mr. Baven. I have not, but by fourth quarter budget is not allow- 
ing for first-class mail rates in the fourth quarter. It is allowing 
third-class mail rates which would not exist if the embargo goes into 
effect so that I would have to curtail my entire operation tremen- 
dously. That just adds up to 2 and 2 makes 4, as far as I can see. 

Mr. Creverserc. Mr. Chairman ? 

The Cuatrman. Mr. Cederberg. 

Mr. Ceperserc. If I were a customer and ordered a specific item 
from your company, would I send the order directly to you and would 
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you fill it right from Gastonia, or would it go to the manufacturer 
and then he woukd ship it to me? 

Mr. Baven. In some eases it would be drop-shipped from the 
manufacturer, sir, and in some cases it would be shipped directly 
from Gastonia. 

Mr. CreperserG. What is the percentage? 

Mr. Baueu. Probably shipping 70 percent from Gastonia and 30 
percent from various manufacturers. 

Mr. Creprrserc. Would you assemble all of your items at your local 
establishment ? 

Mr. Baveu. That is right, sir. Actually, our only warehouse is 
in Gastonia. 

Mr. CeperserG. You ship from there? 

Mr. Bavexu. We ship 70 percent from there. 

Mr. Creperserc. What was your fourth-class parcel post bill last 
year? 

Mr. Bavueu. It would be some place in the neighborhood of $40,000 
to $50,000. 

Mr. Ceperserc. How much was your third class ? 

Mr. Baueu. $75,000. 

Mr. Crepersere. That is how much you paid last year ? 

Mr. Baveu. That is right, sir. That is exactly on the amount of 
5 million circulars, at 114 cents. 

Mr. Creperserc. This bill as proposed would increase your postage 
roughly on third-class mail roughly by $45,000? 

Mr. Baveu. That is right, sir. 

Mr. Cxrverperc. You have 30 employees. What was your labor 
bill last year for your employees ? 

Mr. Baveu. For the entire 30 employees ? 

Mr. Crprerserc. Approximately, yes. 

Mr. Baven. It would be approximately $200,000. 

Mr. Creperserc. Do you have primarily men or primarily women 
employees ? 

Mr. Bavueu. I have about seven men, sir. 

Mr. Creperserc. Then you have 23 women ? 

Mr. Baven. Approximately, sir. 

Mr. Cepernerc. How did the increase in minimum wage from 75 
cents to $1 affect your business? 

Mr. Baveu. I am already affected, sir, and have been. 

Mr. Ceperserc. You have been affected because you are in inter- 
state commerce ? 

Mr. Baveu. I have been for over 2 years. 

Mr. Ceprrserc. Then your total operating expense, including post- 
age and your labor and other incidental items would be roughly 
around $400,000 a year; is that correct? What is your total operat- 
ing expense, including postage, labor, printing your circulars, and 
so forth? 

Mr. Baven. It is about 93 percent. 

Mr. Ceperserc. That must include the cost of your merchandise 
too? 

Mr. Baveu. That is right. 

Mr. Cepersere. You have approximately a7 percent net ? 

Mr. Baven. I have a 6 percent or 7 percent net, which I think I am 
entitled to have, sir. 
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Mr. Cepersere. I do not think that that is unusually high. 
Mr. Baueu. I think that when business is expanding, they might 
build a new building in the way of expansion, and actually, you have 
to expand nowadays, to stand still. 

Mr. Ceperserc. In most business you either go forward or back- 
ward. 

Mr. Bavuen. You have to expand to stand still, because you are 
going to do more volume next year, because of your expansion—or 
you hope to. Yet your net at the end of that year will not be any 
greater. In dollars and cents it may be more, but your personal net 
will not be any greater. 

Mr. Creperserc. How long have you been in business? 

Mr. Baueu. I have been in this particular business 6 years, sir. 

Mr. Ceprersere. Have you had an increase in third-class mail rates 
since you have been in business ? 

Mr. Baueu. Yes, sir. 

Mr. Ceperserc. How did it affect the number of circulars that you 
sent through the mails ¢ 

Mr. Baven. Well, I would say for the first 9 to 10 months, it cut 
my volume some, sir, but, because of maneuvering, so to speak, and 
cutting down a cost here, or I could put that percentage of cost into 
my sales cost, and there are certain things in business that you can 
control, if I could steal from this overhead maybe 2 percent where I 
could allow that 2 percent to go into my sales” cost percentage, then 
I could build my circulars back to the same quantity. 

Mr. CxperserG. You are sending approximately the same volume 
of :third-class mail today as you sent before the last i increase, is that 
correct ¢ 

Mr. Baveu. I am now, but it has taken me about a year and a half 
to 2 years to get to that volume that I was sending—yes, sir. 

Mr. CeperserG. Are your sales also going up every year ? 

Mr. Baveu. Well, I have noticed in some of our circular mailings 
our percentage of sales against a thousand circulars mailed will be 
going up. 

Mr. CeperserG. I mean has your total dollar volume per year in- 
creased ? 

Mr. Baueu. It has, in the past 2 years. 

Mr. Crperserc. So that, actually, the last increase in third-class 
mail has not really affected your business in the long run, to any 
degree, has it ? 

Mr. Bavenu. No; but it has affected me a lot. 

Mr. Crpersera. You are doing more volume than you did before? 

Mr. Baueu. Yes; but, in other words, it is just more maneuvering, 
and you get to a certain corner where you don’t have much maneuver- 
ing room left. Iam getting to that point now. If I am in this room 
with nobody here, I have a lot of space to cover. If you put 500 
people in w ith me, I have only a foot in each direction to cover. That 
is my point. 

Mr. Creperserc. You are having increased costs in the merchandise 
you sell, are you not ? 

Mr. Bauen. Certainly I am having increases, as any normal busi- 
ness, it seems, is having. 

Mr. CeperserG. Being in the mail-order business where the use of 
the Post Office Department is an integral part of your business and 
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where, as a matter of fact, it would be difficult to exist without it can 
you not assume that that would be a normal increase in your cost of 
doing business ? 

Mr. Baveu. I think I could adjust to that basis if we in Congress, 
or as a people, had a policy basis to go on, but do you realize that we 
have had this come up every year in regard to postage increases, so 
that I don’t have a basis on which to set my advance thinking, the 
same as you gentlemen in this committee have to think ahead. 

Mr. Rers. Except that we have adjustments to make, too, because of 
increased costs in the Post Office Department. 

Mr. Baveu. I realize that. 

Mr. CeperserG. When do you think we ought to increase third-class 
rates ? 

Mr. Baven. I think that there should be a consideration of in- 
creased third-class rates when we get to the bottom of the maneuver- 
ing of cost accounting and transposing figures from this, that, and 
the other, to where we can be shown that they are necessary to be 
increased. 

Mr. Crepersere. If your deficit goes up year after year, then obvi- 
ously there is additional cost to the Department, that must be met. 
When do you think we are to meet that cost? Do you think we ought 
to meet it this year, next year, or when ? 

Mr. Baveu. It depends on what is causing that deficit in the De- 
partment. If that deficit is being caused by extra services there in 
the way of revenue not coming in, T don’t aoe it would be necessary 
that we have to consider a rate increase every yea 

Mr. CeperserG. There have been no additional services, or no reduc- 
tions in services of the type to which you referred for many years. 
The services are still there. The Post Office is performing the same 
services for you as it did 6 years ago or 10 years ago, as a third-class 
mailer, the same services today as it did then. The deficit of the De- 
partment is going up. When do you think that we, as citizens and 
representatives in Congress, are to face this issue and raise the rates? 

Mr. Baveu. When we fully realize what is causing the deficit to 
go up. 

Mr. Creprerserc. There is only one reason why the deficit goes up: 
that is because your costs go up higher than the revenue that you 
receive. It is that simple. If your costs go up and you do not receive 
revenues, then your deficit goes up. There must be some proportion. 
As the costs go up, part of it must be because of second- and third-class 
mail. Fourth-class mail, as you know, is required to pay as close to its 
own way as possible. 

When do you think we are to face the issue and raise your third- 
class-mail rate? We are going to have to face it some time. 

Now, as a citizen of the country, and as a taxpayer, and as one 
who recognizes that we have a deficit of some $600 million every year 
that either has to be paid by the users of the mail or picked up by the 
citizens themselves, when do you think we are to face the issue; or 
should we hold these hearings every year? 

Some people come in here and say “We are against any increases 
at all; although we are great users of the mails, we do not want to 
pay our way.” 

For how long do you think we should let this deficit go? 
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Mr. Baueu. What do they face in other deficits of other depart- 
ments? What yardstick do they go by in that? 

Mr. Ceperserc. If we were going to go by other departments we 
would not charge anything for the mail. We would send first-, 
second-, and third-class mail and consider it all a public service and 
send it almost free. 

Mr. Baueu. No; because then you would have, instead of a $600 
million deficit, a higher deficit, because every man and woman and 
child in America is using the Post Office Department. 

Mr. Ceperserc. But some are using it more than others. Some 
are using it for profit. It is a problem that we must face. 

Mr. Baven. It is a tool to be used. In other words, it is there and 
if, as you say, some of them are using it for a profit—which, of course, 
they are—they are using it as a business aid, but it is available to 
all that is there to be used, I presume. 

Mr. Cepersere. Yes; that is very true. The post office is there to 
be used by anyone who cares to use it, and there is nothing to stop 
anyone in this great free country of ours from getting into the same 
business which you are in and competing with you. 

Mr. Baveu. I think we should face the issue now. I think we 
should face it now because, as you say, and said a minute ago, this 
comes up every year. We should face it, but I have heard discus- 
sions pro and con before this in regard to this transportation cost 
of mail being transported, and, if I were a member of this com- 
mittee, and I was satisfied conclusively in my mind that the Govern- 
ment was not paying more to move a sack of mail than for me as Mr. 
Citizen to move a sack of potatoes, transportationwise, that would 
have a bearing on it, and some of these other things. 

Mr. Ceperserc. That is because you cannot send the sack of po- 
tatoes at the same price as we sent a sack of mail. 

Mr. Baveu. Is that price lower or higher? 

Mr. Creperserc. I would say it would be much lower to send a 
sack of mail than a sack of potatoes. 

Mr. Bavueu. That I don’t know. 

Mr. Crprerserc. We faced a salary increase for employees a year 
or so ago and probably will face one next year, and properly so. 
That is going to increase the costs by probably $200 million. How 
much of that do you think that you, as a third-class mailer, ought 
to bear. 

Mr. Baueu. Percentagewise ? 

Mr. Ceperserc. Yes. Do you think that you ought to bear any 
percentage of that increased cost ? 

Mr. Baueu. I don’t know that you can necessarily always bas- 
rally ee it back against a raise. 

Mr. Crperserc. It takes employees to move your mail. 

Mr. Baven. What happens 2 years from now if they want more 
money? Is there no way we can give raises within an organization 
without raising prices? 

Mr. Crperserc. How do you do it in your organization? Do you 

raise your price? 

Mr. Baven. No, sir. 

Mr. Crperserc. Eventually you will have to raise your price, or 
you will go out of business. 
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Mr. Bavueu. If I can’t maneuver here or there. 

Mr. Ceperserc. You talked about being in the corner. We are in 
that corner of which you are talking, right now. We have one way 
to go; that is, to increase the rates. 

Mr. Bavex. I don’t know; with proper investigation of the postal 
operation, manpowerwise, that we are inacorner. I am not equipped 
to say that we are in that corner. 

Mr. Ceprerserc. Ninety percent of all the Post Office expenses are in 
salaries and transportation. That leaves you 10 percent with which 
to maneuver, and there are a lot of problems involved in that 10 per- 
cent. If we increase the cost by $200 million in the Post Office in the 
next year or two, as a businessman, do you not think that, as third-class 
users, you ought to pay some of it ’ 

Mr. Baven. I am not against paying some of it. 

Mr. Ceperserc. How much are you willing to pay ? 

Mr. Baven. I couldn’t say that. 

Mr. Ceperserc. If we raised it to 2 cents from 11% cents, could you 
pay it? 

Mr. Baven. It should be a fair ratio. We were paying a ratio of 
1 cent to 3, and now our ratio is 114 to 3, and under the proposals we 
are going to have 21% to 4. 

Mr. Creperserc. That is in 2 years. Would you settle for 2 cents? 

Mr. Baveu. I am not prepared to horsetrade right now. I don’t 
mean that as a sarcastic answer. 

Mr. Crpersere. As a practical matter, if I were in your position I 
would probably make the same attack which you are making, because 
I would not be in favor of increasing my costs any more than you are. 

You are here to say that, as far as you are concerned, you do not 
want to pay any more but, if you have to, you will; is that ri ht? 

Mr. Baven. I will if I can. Let us put it that w ay. This could 
go up to 214 cents eventually, as is proposed now, and I may have to 
c change my complete way of distribution. 

As a small-business man, I am not just going to suddenly throw up 
my hands and say “I am going to quit.” ‘Tam going to maneuver to 
distribute in some other way, and I could wind up 3 or 4 years from 
now not even using the mails as a distribution means. 

Mr. Crperserc. In other words, you are going to handle any in- 
creased costs in postal rates in the same w ay that you would handle 
any other increased cost of your business, whether it be labor or the 
price of the products w hich you sell. You are going to do the same 
thing with this cost—which is an essential cost to your business—as 
with any other cost; you are going to absorb it in the best way you 
know how to absorb it. 

Mr. Baveun. I contend that these costs at this particular time, with- 
out a very full investigation, are not necessary ¢ 

The Cuarrman. How much do you think postal salaries have been 
increased in the last 10 years? How much is the increase in the postal 
salaries? Do you know? 

Mr. Bavexu. How much have they been increased precentagewise ? 

The Cuatrman. How much have they been increased dollarwise ? 

Mr. Baveu. On the average? 

The Cuamman. How much do you think the salary increases paid 
to postal employees during the last 10 years have amounted to—just 
the increases ? 
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Mr. Bavueu. The total ? 

The CuarrMAn. Yes; the annual cost. 

Mr. Baveu. Well, the annual cost in the Post Office Department 
of wages is probably $500 million a year more than it was 10 years ago. 

The CuarrmMan. It is a total increase of $1 billion a year. 

Mr. Baueu. How does that ratio compare with the increase over 
the last 10 years of postal rates? 

The CHarMan. It is much larger. 

Mr. Bauonu. The salaries are larger than the rate increase? 

The Cuarrman. Certainly. 

Mr. Baveu. I think that the overall postage increases in the last 
10 years have been probably a 150-percent increase. 

The CuatrmMan. It has only been 50 percent in third-class mail; 
has it not? 

Mr. Bavuaeu. I am speaking of the overall increase. 

The Cuatrman. How much has it been in first-class mail? You 
have had the same rate for first-class mail since 1932. Where do 
you get the increase in first-class mail? 

Mr. Baveu. In first-class mail ? 

The CHatrMan. Yes. 

Mr. Baveu. I am talking about the whole of everything, the parcel- 

ost rates and third-class mail rates, and everything, with a. possi- 
bility of one category being left out. First-class mail possibly has 
been left out. 

The Cuarrman. How much of an increase has there been in second- 
class mail ? 

Mr. Baveu. On the 10-year basis? 

The Cuarrman. Yes. 

Mr. Baveu. [think 30 percent. 

The Cuatrman. Do you not think that the mail users should help 
to pay this tremendous increase in the cost of the operations of the 
postal service ? 

Mr. Bavueu. I think they could, but at the same time how much 
has volume increased ? 

The Cuarrman, Should they pay for it or should the general tax- 
payer have to bear the burden of this ever-increasing deficit? Which 
is more fair ? 

Mr. Bavau. Well, I think that question could be asked about many 
things, as well as the Post Office Department, which the general tax- 
payer is having to do in all these various other things. 

If a taxpayer pays $20 a year, that $20 of his is going to maybe 
2 or 3 things if you want to break down whose dollars are going 
where—which you cannot do. 

The CuarrMANn. You are an extensive user of the mails. You could 


not operate without the mails. You are absolutely dependent upon 
the mails. 


Mr. Baveu. I wouldn’t say that. 

The CHatrMANn. You have no local stores or salesmen. You solicit 
business through the mails and you deliver through the mails. 

Mr. Baueu. At this particular time; yes, sir; I do. 

The CuarrMan. You are just practically dependent upon the mails 
for the operation of your business; are you not ? 

Mr. Bavueu. At this particular time; yes, sir. 
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The Cuarrman. Still you say that there should not be any increase 
in the postal rates, 

Mr. Baveu. I didn’t say that, sir. I didn’t flatly say that there 
shouldn’t be an increase in the postal rates. 

The CHatrrman. What is your final conclusion there? 

Mr. Baveu. My final conclusion is that I do not think that the 
Postal Department is actually having this deficit that they are showing. 

The Cuareman, Are there any other questions, gentlemen ? 

Mr. Gross. Yes. 

The Cuatrman. Mr. Gross, 

Mr. Gross. In other words, the Post. Office Department needs mail 
users, and mail users need the Post Office Department. 

Mr. Baveu. That is exactly right. 

Mr. Gross. On the subject of horsetrading, you have seen the traders, 
and you would like to see the horse now ? 

Mr. Bauen. That is right, sir. 

Mr. Gross. You have been asked to deal in a lot of assumptions 
and opinions. Let me ask you this question: Do you think that the 
Post Office Department, if it were brought in balance today, would 
stay in balance? 

Mr. BAueu. T doubt it. 

Mr. Gross. So do I... It will not be brought in balance by this postal 
rate bill and, if it were, it would not stay in balance. 

Mr. Bavex.,No; because if you increased the rates and you did 
anything, you would come up next year with the budget being com- 
pletely out of balance. It has been. that way since this country has 
been in being. 

Mr. Gross. So that all of this talk about a balanced Post Office 
Department budget is so much malarkey ? 

Mr. Bauou. It is only a misconstrued figure, in my estimation. 
T will grant that I am simple when it come to economic figures. 

The Cuaran. Are there any other questions ? 

Mr. Hempnitu. Mr. Chairman ? 

The Cuarrman, Mr. Hemphill. 

Mr. Hempumx. Do you think that in your business it would be 
simple if you had someone like the Congress say “It ought to be cut 
but I am not going to tell you where to cut it? You cut down on 
expenses, but I am not going to help.”? Would that not. be nice? 

Mr. Baveu. It would be wonderful, but I don’t have anybody to 
tell that to me. 

The Cuarrman. Thank you very much, sir. 


FURTHER STATEMENT OF HERBERT B. BRAND, DIRECTOR, RAIL- 
WAY MAIL TRANSPORTATION DIVISION, ASSOCIATION OF AMER- 
ICAN RAILROADS, WASHINGTON, D. C. 


Mr. Branp. May I make one further remark and also offer to supply 
some information for the record ? 

The Cuatrman. Allright, sir. 

Mr. Branp. First I want to say that my division has nothing what- 
ever to do with the railroads’ decision to ask for increased rates for 
transporting mail. We are not in that particular part of the business. 

The CuatrMan. That is left to the individual railroads? 
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Mr. Branp. Yes, sir; because of that, I am not as familiar probably 
as I should be, with some of the petitions that have been filed, and I 
may have misquoted the position of the railroads in those petitions. 

tr think that their position is that the,present revenues do not return 
their full cost, or out-of-pocket cost of supplying the transportation 
service for the Post Office, but, regardless of whether that is right or 
wrong, the petitions speak for themselves. 

Now, the second thing is that, if you would like it, I would like to 
supply you gentlemen with a more detailed statement of the relation- 
ship between the Express Agency and the railroads. 

T do not think that I cleared that up too well. 

The CuatrMan. You may supply that, 

Mr. Hempuity. Will you give us the statement as to the leftovers 
that the Railroad Express Agency received in the last 10 years? 

Mr. Branp. Do you mean the leftovers that the railroads received 
from the Express Agency ? 

Mr. Hempnumw. Yes. 

Mr. Brann. I will, sir. 

(The information referred to follows :) 


ASSOCIATION OF AMERICAN RAILROADS, 
RaItway Matt TRANSPORTATION DIVISION, 
Washington D. C., April 18, 1957. 
Hon. THoMAS MURRAY, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, 
Washington, D. C. 


Deak Mr. Murray: At the conclusion of my testimony before your commit- 
tee on April 12, 1957, in connection with H. R. 5836 I offered to furnish addi- 
tional information in connection with the relationship between the railroads and 
Railway Express Agency, Inc., as it bears on section 557, title 39, United States 
Code. This is the section referred to on page 36 of the report of the Citizens’ 
Advisory Council to the Senate Post Office and Civil Service Committee. 

When section 557 was enacted in 1916 there were a number of private ex- 
press companies operating in the United States and the railroads themselves 
did not provide the express service to the public. These express companies 
puchased transportation from the railroads and perhaps could be said to be in 
a position somewhat comparable to that of the Post Office Department in its 
relation to the railroads. 

In 1929 the railroads took over the express business themselves and there 
are now no private express companies operating over the railroads... One of 
the reasons for taking over the business was the fact that no private express 
company was interested in providing the service unless the railroads would 
guarantee it a profit. Due to the large proportion of express traffic which 
moves over more than one railroad it was considered impractical for each rail- 
road to deal directly with the public in performing express service. Con- 
sequently, the Railway Express Agency was organized by the railroads to con- 
duct the business under a pooling arrangement. It is owned 100 percent by the 
railroads and its function is to conduct the express business for the railroads. 
It collects all the revenues from the shipping public at rates fixed by the Inter- 
state Commerce Commission, pays its own expenses, which are largely incurred 
in providing terminal facilities and services, and hands the remainder over to 
the railroads. The agency itself, as a joint facility of all express-carrying rail- 
roads, cannot and does not have any profit or loss. 

The remainder, which is paid to the railroads as just described, is limited 
by two important factors. The first is the fact that the rates charged the 
public for express service are fixed by the ICC, and the second is the fact that 
the volume of express traffic handled by the agency is severely limited by the 
subsidized competition of the Government’s parcel-post service. Because of 
these limiting factors the express business has not been a profitable one for the 
railroads. Recent cost studies made by the railroads show that both mail and 
express are responsible for substantial parts of the passenger train deficit. 
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Attached is a statement of the gross express revenues collected from the 
public for rail express service during the last 10 years, and the remainder 
therefrom which the express agency. turned .over to the railroads in each of 
those years after defraying its own expenses. However, neither of these figures 
should be compared with the payments by the Post Office Department to the 
railroads for transportation of second-, third-, and fourth-class mail. Neither 
the complete express service furnished the public, nor the rail transportation 
of express which is furnished by the railroads directly, are at all similar to 
the services provided by the railroads to the Post Office Department. 

With the railroads still incurring losses in handling and transporting mail 
for the Government, it is ridiculous, notwithstanding anything to do with sec- 
tion 557, for anyone to state that the Post Office Department is paying any sub- 
sidy to the railroads. As for section 557, the facts presented above show, as 
the ICC has found, that there has been no actual situation in which this law 
could operate or to which it could be applied. The law has simply become 
obsolete because of changed conditions ‘since 1929. These conclusions are ex- 
plained in considerably greater detail in my testimony of April 11 before the 
Senate Committee on Post Office and Civil Service in connection with the Ad- 
visory Council report, part of which I read into the record before your com- 
mittee on April 12. 

Yours very truly, 
HERBERT B. Branp, Director. 














Amounts Amounts 
turned turned 
over to over to 

Charges for railroads Charges for | railroads 

Year rail express after de- Year rai] express after de- 

service fraying service fraying 

Railway Railway 

Express Express 

Agency Agency 

expenses expenses 
Sil arntennsin tends dbee ts $410, 497, 452 |$117, 105, 204 || 19521__....-.--__..--. $361, 515, 952 |$135, 442, 591 
See hae oe 1th ites. s aes 394, 879, 204 | 118, 334, 902 953 356, 017, 157 | 186,524, 757 
MPL dslili.i. ie 313, 559,338 | 78, 930, 117 333, 241,905 | 118,037, 284 
WI od dbf Qe cpcle cme <pe 288, 601, 451 82, 941, 193 341, 090, 342 | 125, 145, 795 
eth cecceehtacne penietat 286, 489,412 | 84, 299, 569 352, 380, 539 |? 121,575, 169 








1 Public Law 199, 82d Cong., became effective Jan, 1, 1952. 
2 Partly estimated. 


The Carman, I have a number of statements, etc,, regarding this 
legislation which have been sent to the committee, They will all be 
printed in the record at this point. 

(The material referred to follow :) 


STATEMENTS, LETTERS, AND TELEGRAMS PRESENTED TO THE COMMITTEE ON POST 
OFFICE AND CrvIt SERVICE, HOUSE OF REPRESENTATIVES, FOR INCLUSION IN THE 
ReEcorD OF THE HEARINGS ON H. R. 5836 anp H. R. 5839, BILLs To INCREASE 
PosTtaL RATES 


Statement of the National Association of Manufacturers, by its president, Mr. 
Ernest G. Swigert. 

Mr. Charles M. White, chairman of the board, Republic Steel Corp., Cleveland, 
Ohio. 

Mr. John W. Fitzgerald, Pontiac Press, Pontiac, Mich. 

Mr. Steve Stahl, executive vice president, Oklahoma Public Expenditures Coun- 
cil, Oklahoma City, Okla. 

Mr. James H. 8S. Ellis, president, Kudner Agency, Inc., New York, N. Y. 

Mr. W. A. Paton, professor of accounting, University of Michigan, Ann Arbor, 
Mich. 

Mr. Theodore A. Serrill, executive director, Washington Publishers Association, 
Washington, D. C. 

Mr. Fred W. Bennion, executive director, Wyoming Taxpayers Association, 
Cheyenne, Wyo. 

Mr. Williams BE. Massie, postmaster, Tyro, Va., and past president, National 
League of Postmasters. 
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Mr. Warren B. Bledsoe, past president, National Rural Letter Carriers Associ- 
ation, Georgetown, Ga. 

Mr. Raymond V. McNamara, immediate past president, National Association of 
Postmasters, Haverhill, Mass. 

Mr. George F. Warfel, president, National Association of Special Delivery 
Messengers, Washington, D. C. 

Mr. Harry L. Killips, sales manager, International Accountants Society, Inc. 
Chicago, Ik (presented by Congresswoman Marguerite Stitt Church, of 
Tilinois ) 

Mr. Jordan I. Lane, Jamaica, N. Y. 

Mr. J. R. Alter, treasurer, Teachers Service Organization, Inc., Philadelphia, Pa., 
(presented by Hon. Bill Barrett, of Pennsylvania. ) 

Postal Life and Casualty Insurance Co., Kansas City, Mo. 

Mr. E. W. Daniels, Daniels Business Service, Asheville, N. C. (presented by Hon. 
W. Kerr Scott, United States Senator) 

Mr. Kenneth Mason, general manager, Church Extension Service, Inc., Golden, 
Colo. (presented by Hon. Wayne Aspinall, of Colorado) 

Mr. Frank A. Daniels, chairman, American Newspaper Publishers Association, 
New York, N. Y. 

Mr. Arthur T. White, chairman, White Industries, Inc., Westfield, Mass. 

Mr. R. W. Hunter, publishers’ representative, Deland, Fla. (presented by Con- 
gressman Herlong, of Florida) 

Pine Lawn Chamber of Commerce, Pine Lawn, Mo, (presented by Hon. Frank 
Karsten, of Missouri) 

Mr. Joseph F.. Clunk, managing director, Philadelphia Association for the Blind, 
Philadelphia, Pa. 

Mr. N. L. Gidden, vice president, Government Employees Insurance Co., Wash- 
ington, D. C. 

Mr. John B. Gordon, the Progressive Farmer Co., Raleigh, N. C. 

Mr. Curt Teich, Jr., president, Curt Teich & Co., Inc., Chicago, Tl. 

Mr. J. A. Resh, secretary and general counsel, the W. T. Rawleigh Co., Free- 
port, Ill. 

Mr. Francis J. Pinque, president, New Jersey Taxpayers Association, Inc., 
Trenton, N. J. 

Mr. J. W. Shields, chairman, Government relations committee, Printing Industry 
of America, Inc., Washington, D. C. 

Dr. Walter S. Krausnick, East Carolina College, Greenville, N. C., presented by 
Hon. Herbert C. Bonner of North Carolina. 

Mr. Arthur E. Burdge, president, Direct Mail Advertising Association, New York, 
N. Y. 

Mr. Robert E. Ward, national president, National League of Postmasters, Chilli- 
cothe, Il. 

Mr. Miller Freeman, Jr., secretary-treasurer, Miller Freeman Publications, San 
Francisco, Calif. 

Mr. Thomas B. Haire, president, Haire Publishing Co., for Associated Business 
Publications, Inc., New York City 

Statement on postal rate legislation (presented by Hon. Russell V. Mack, a 
Representative in Congress from the State of Washington. 

THE SECRETARY OF THE TREASURY, 
Washington, March 22, 1957. 


STATEMENT OF ERNEST G. SWIGERT, PRESIDENT, NATIONAL ASSOCIATION. OF 
MANUFACTURERS 


The National Association of Manufacturers welcomes the opportunity to sup- 
port the objectives of companion bills H. R. 5836 and H. R. 5839. The association 
has long favored action which would substantially contribute to raising sufficient 
postal revenues to meet postal expenditures. Although the rate adjustments 
specified in these bills may not prevent a postal deficit in fiscal 1958, the result 
would be a constructive step which will go far toward the goal stated in the 
proposed legislation, namely, providing revenues for postal operations “approxi- 
mately equivalent to the total amount of the expenses.” This is a goal which the 
NAM can wholeheartedly applaud. 
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The Postal Department should be operated in a businesslike manner, and this 
means that charges for mail services must realistically reflect costs. If those 
charges are not adequate to keep those services on a pay-as-we-mail basis, then 
the taxpayers at large must be unduly burdened to make up the operational 
deficit. 

With regard to rates, we believe the recommendations of the Postmaster Gen- 
eral should carry great weight since they are the results of earnest efforts to 
provide efficient postal service without incurring a large postal. deficit. 

It is both fair and forthright for the Congress to increase the postal rates in 
order to avoid an unnecessary additional burden on general tax revenues. The 
association commends this effort, endorses the aim of these bills, and strongly 
urges the Committee on Post Office and Civil Service to report them favorably as 
the initial step toward its enactment. 


STATEMENT ON PostaL RATE INCREASES BY CHARLES M. WHITE, CHAIRMAN OF THE 
BOARD OF THE REPUBLIC STEEL CorP., CLEVELAND, OHIO 


The United States postal service is unique. It is not only used by a large part 
of the population but each user pays a share of the expense in proportion to the 
amount of work the Post Office Department does for him. 

In some cases this payment may be a dozen 3-cent stamps a year. In others, 
as in the case of a large business, it may represent a postage bill running into 
hundreds of thousands of dollars annually. 

There is only one common denominator that applies to all of the users of our 
postal service—they are subsidized by the Nation’s taxpayers as a whole. 

This is entirely unjust and un-American. 

I see no reason why the deficit which results when I mail a letter should be 
made up by the general tax revenue. Nor do I see why the mail which originates 
at Republic Steel Corp. should be carried at the expense of all the taxpayers. 
Certainly neither I nor the corporation are entitled to or want a subsidy to help 
pay our postal bills. The postal service which we receive is of sufficient value 
and importance to justify our paying the full cost. 

It is true that the deficit arising from each individual piece of mail is so 
trivial that it can hardly be compre!:ended. But when that individual deficit 
is multiplied by billions of pieces of mail we have a total deficit that runs into 
the hundreds of millions of dollars—$650 million in the next fiscal year—and that 
I maintain is wrong. 

Now let’s look at this situation with an unbiased mind. 

First class letter rates remain unchanged since 1932. Second class letter rates 
are 3 percent higher and third class 38 percent higher. In that same period 
the cost of living has gone up 102 percent and the average hourly gross earnings 
of production workers in all manufacturing industries are up 360 percent. And 
the post office is expected to operate on the rates I have already cited! 

What has been the result? From 1900 to 1940 postal deficits averaged $33 
million a year. From 1946 to 1956 that annual deficit rose to $450 million and 
unless postal rates are raised—as they should and must be—we are face to face 
with billion-dollar deficit years. 

Is that a sound or sensible situation? I say it is not. At a time when tax 
income is barely ahead of Government expenditures, it is tragic to add a post 
office deficit to the already overburdened budget. 

No, there is only one salvation. Let each customer of the post office pay his 
fair share of the operating expense through increased postage rates. In the 
case of the average individual this increase can be measured in pennies. In 
the case of large businesses such as Republic it will undoubtedly amount to many 
thousands of dollars a year. But that’s all right. We will both be paying for 
the proportion of the total service we use. 

An increase in first-class rates from 3 to 4 cents is entirely fair and reasonable. 
This, together with substantial increases in other classes will permit the Post 
Office Department to break even. It’s time the expense of running this Depart- 
ment is put squarely on the shoulders of the users of its services and not 
assessed against the Nation’s total taxpayers. 

This Congress can do a great piece of work for the Nation if it will pass fair 
postage legislation. 








READJUSTMENT OF POSTAL RATES 705 


Pontrac, Micn., March 18, 1957. 
Congressman Tom Murray, 
Old House Office Building, Washington, D. C.: 


The Pontiac Press strongly urges the passage of bill H. R. 5836 to support Post- 
master General Arthur E, Summerfield’s plan of getting Congress to approve 
postal rate increases. 

Present postal rates are antiquated and in some cases have not been changed 
since 1932. Proof of the unsound business operation of the Post Office Depart- 
ment is the fact that this fiscal year they will lose. 

Postal rates should have been increased long ago to keep up with the higher 
cost of operating the Department. Instead of this the taxpayers are being 
saddled with the cost of $100 million a year in interest alone on the postal losses 
since 1945. With the current high budget proposal and generally increasing taxa- 
tion steps should be taken to operate Government departments on a sound, busi- 
nesslike basis. 

The Pontiac Press feels that services rendered by the United States Post Office 
Department should be passed on to the users of mail and not subsidized by the 
Government. 

Although the proposal includes raising the second-class rate covering news- 
paper and other disseminators of public information, we feel able and anxious 
to pay our share for this Government service. 

It is not right in any sense of the word to expect the Federal Government to 
subsidize private enterprise at the expense of the taxpayer. 

We feel that passage of this bill would be a long step toward helping balance the 
Federal budget so essential to the economic security and welfare of all the 
citizens, 

JOHN W. FITzGERALD, 
Pontiac Press. 


OKLAHOMA PUBLIC EXPENDITURES COUNCIL, 
Oklahoma City, Okla., March 26, 1957. 
Hon. ToM MuRRAY, 
Chairman, Post Office and Civil Service Committee, 
Old House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Murray: You will recall that I testified before your com- 
mittee on March 16, 1956, in support of legislation which would place our postal 
services on a pay-as-we-go basis. 

As executive vice president of the Oklahoma Public Expenditures Council and 
chairman of the National Conference of State Taxpayer Association Executives, 
I want you and members of your committee to know that our position is not 
changed. In fact, the need to place our postal services on a self-supporting basis 
is more urgent now than it was a year ago. 

Approval of the legislation now being considered by your committee would 
greatly aid in keeping our Federal budget in balance, and such action could 
encourage fiscal responsibility in every other area of our Federal Government. 

Let me assure you Congress will have our wholehearted support on this legis- 
lation. 

Respectfully yours, 
STEVE STAHL, 
Executive Vice President. 


New York, N. Y., March 18, 1957. 
Congressman ToM MURRAY, 
Chairman, House Post Office and Civil Service Committee, 
Old House Office Building, Washington, D.C.: 


Last year I testified in favor of badly needed increases in postal rates. I 
wish to reaffirm the position I took then and point out that equitable increases in 
postage rates are more badly needed now than they were a year ago. I hope 
this expression on my part will be included in the record. 


JaMEs H. 8. EL Is, 
President, Kudner Agency, Inc. 
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UNIVERSITY OF MICHIGAN, 
ScHOOL OF BUSINESS ADMINISTRATION, 
Ann Arbor, March 15, 1957. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 


Deak Siz: I am writing to urge the passage of H. R. 5836, and in support of 
my position I am repeating below a portion of a letter I submitted a year ago 
when I urged favorable action on an earlier bill. 

“Collecting and delivering mail is basically a business activity.” This function 
is not a part of the internal police power, or of supplying protection from out- 
side aggression; neither does handling the mail, except perhaps in very minor 
aspects, represent any part of the activities which may either be referred to 
as “handouts” or “constributions to the general welfare,” as one pleases. Handling 
the mail is nothing more nor less than providing transportation of written 
messages, printed matter, and merchandise for particular and identifiable per- 
sons, and at their specific request. This is simply business operation, plain and 
clear cut; any other interpretation is ridiculous. Of course, it is an important 
service, but so is the delivery of bread and milk. 

“It follows that the patrons of the mail service (with very minor ex- 
ceptions) should pay for the cost of service rendered. Of the many confusing 
and unfortunate aspects of present-day governmental activity, resulting in part 
from preoccupation with vote getting, there is none less defensible than the 
earrying on of an ordinary commercial activity at a deficit. This kind of opera- 
tion loads taxpayers generally with a burden which should be assumed by the 
customers purchasing the particular service rendered. Such operation in pri- 
vate business would be roundly condemned by all of us, and could not persist for 
long; it is no less objectionable in the field of Government enterprise. How can 
Government ask us citizens for the right to extend State operation into other 
fields when Government has not yet learned the simple lesson of the need for 
fiscal responsibility and businesslike methods in the handling of the mail, 
which has been a Government monopoly for over a century? Deficit operation of 
a commonplace business such as gathering and delivering mail is inexcusable, 
and I hope the members of the committee will recognize this, and move resolute- 
ly in the direction of postal solvency. 

“In short, the total revenues of the post office should at least roughly equal 
the total costs of operation, including the using up of plant and equipment. The 
customers of the mail service, in general, are fully able to pay for the service. 
Moreover, it is my earnest opinion that, for the most part, the customers are 
entirely willing to do this—assuming efficient use of their dollars. Almost all 
of the griping about the post office I have ever heard, over the years, has had 
to do with quality of service rather than cost. For the most part, people are 
willing to pay for what they get, when they are brought face to face with the 
very practical necessity of doing so.” 

I’m unable at this time to appear in person to state my position, but I'll be 
very grateful if this letter may be read into the record of your hearings on H. R. 
5836. 

Respectfully yours, 
W. A. PATON, 
Professor of Accounting. 


WASHINGTON PUBLISHERS ASSOCIATION, 
Washington, D. C., March 28, 1957. 
Re bill H. R, 5836 
Hon. ToM MuRRAyY, 
Chairman, Post O fice and Civil Service Committee, 
Old House Office Building, Washington, D.C. 

Dear Mr. Murray: This letter is being addressed to you on behalf of the news- 
papers of general circulation published and printed in the Nation’s Capital, 
namely, the Washington Post and Times Herald, the Washington Star and the 
Washington Daily News, which comprise this association. 

On behalf of the members of this association, I wish to confirm to your com- 
mittee members, and to you as chairman, the fact that these Washington news- 
papers have continued through their editorial columns to express support of the 
proposed increases in first, second, and third class postal rates, which include 
an advance to 4 cents for letter mail and a series of increases totaling 60 percent 





READJUSTMENT OF POSTAL RATES 707 


for second class, and other adjustments in the various classes of mail. These 
increases are designed to reduce the continuing deficit in operation of the Post 
Office Department, which deficit is reported now to exceed more than half a 
billion dollars per year. 

On March 16, 1956, this association expressed itself to the House Post Office 
Committee, on behalf of its members, in support of bill H. R. 9228. We quote 
from that letter again in support of the new bill, H. R. 5836: 

“The association does not presume to speak for the publishing industry as a 
whole, segments of which may be faced with particular problems that do not 
apply to Washington newspapers * * *. As you probably know, the editorial 
policies of the three local papers are often in disagreement with one another, 
but in this instance they are unanimous in their approval of the plan proposed 
by the Postmaster General, which they think is a businesslike approach to a re- 
duction of the ever-mounting postal deficit. We would prefer, of course, to see 
the deficit reduced through economies in operating costs, but we know that in 
view of the problems involved that rates must also be increased.” 

In conclusion, we would advise you that Washington newspapers, which use 
first and seeond class mail service extensively, do not wish any subsidy in the 
form of preferential rates, and therefore support the bill in the view that the 
postal service should be as near self-supporting as is practicable. 

Respectfully submitted for 
THE WASHINGTON PUBLISHERS ASSOCIATION, 
THEODORE A. SERRILL, Executive Director. 


WYOMING TAXPAYERS ASSOCIATION, 
Cheyenne, Wyo., March 29, 1957. 
Hon. THOMAS MURRAY, 
Chairman, House Post Office Committee, 
Old House Office Building, Washington, D. C. 

DEAR CONGRESSMAN MurRRAY: Will you please add our name to the list of those 
persons and organizations who believe that postal services should be on a pay-as- 
you-go basis. Of course, we are hopeful and ever mindful that continuous study 
will improve the efficiency of the postal service, but we cannot help believe that 
postal-rate increases are essential. 

When the subsidies paid to airlines, the handling of “franked’ mail and 
“penalty” mail were charged against the postal service, it was difficult to know 
if rates should be increased. Now that this situation has been corrected, it be- 
comes clearer that a postal-rate increase is necessary. 

Passage of H. R. 5206 would be a step in the right direction. We believe that 
proprietary services of government should be paid for by those persons deriving 
the benefits. If we continue our present course the shock may some day soon be 
of catastrophic proportions, when we must of necessity get our Federal fiscal 
house in order. 

Thanking you for your consideration of our plea, I am 

Faithfully yours, 
FRED W. BENNION, Evecutive Director. 


STATEMENT OF WILLIAMS FE. MASSIE, IMMEDIATE PAST PRESIDENT OF THE 
NATIONAL LEAGUE OF POSTMASTERS 


Mr. Chairman and ladies and gentlemen, as immediate past president of the 
National League of Postmasters, and as postmaster of Tyro, Va., I have had 
ample time to study the matter of postage-rate increases as proposed by Post- 
master General Arthur B. Summerfield. 

I endorse the bill, H. R. 5836, which is now before your committee, and believe 
that it incorporates in an excellent manner the essential aim of the Postmaster 
General to place the financial structure of the postal service on a sound basis. 
My endorsement of this excellent bill reaffirms the position I took as president of 
the National League of Postmasters during hearings on postal-rate legislation 
in March of 1956. 

As a postmaster, I feel that most Americans will accept these increases cheer- 
fully, knowing that they are moderate and long overdue. 

Here, briefly, are some of the other reasons why I endorse this legislation, and 
urge its speedy enactment: 
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1. Postal service costs money—and it costs about twice as much to provide the 
service of my post office and every other post office in the country as it did in 
1982. And yet we are still charging the same 3 cents for a letter. That doesn’t 
make sense. It stands to reason that the post office must have more income to 
maintain and improve the service we have today. 

2. The present rates are unfair to most of my patrons. The 3-cent letter rate, 
for example, and the unrealistic rates for other classes of mail, are penny wise, 
perhaps, but actually pound foolish. 

My patrons may save a penny on the letter they mail now if the 3-cent letter 
rate were not charged, for example, but it will cost them a great deal more in 
taxes later. In effect, as I understand it, my patrons are paying taxes to make 
up for deficits caused largely by other people’s mail—particularly that sent by 
large commercial mailers. 

There are many other reasons I could cite in support of this legislation: the 
fact that the prices we postmasters charge for our product are not much different 
from what they were in the vastly different times a quarter century ago, the 
fact that present inadequate postage rates actually represent a kind of indirect 
subsidy for large commercial mailers, and the fact that a sensible postal financial 
structure is essential to a sensible national budget. 

But, above and beyond all these reasons, I think there is a need to pass this 
bill—and do it quickly—as a matter of ordinary good commonsense. It is simply 
the right thing to do. 

Thank you very much. 


EuFAvuLa, AuA., March 18, 1957. 
Hon. Tom Murray, 


Chairman, House Committee on Post Office and Civil Service, 
Old House Office Building, Washington, D. C.: 


Regret I will not be able to personally appear and testify in support of H. R. 
5836, the postal rate bill. Would like to take this means of advising you and 
your distinguished committee of my views on the issue. I strongly feel that 
postal rates should be increased to the extent of making the Post Office Depart- 
ment as near self-sustaining as possible. I feel that H. R. 5836 would accom- 
plish this goal and should be enacted into law. 

WARREN B. BLEDSOE, 

Past president, National Rural Letter Carriers Association, Georgetown, Ga. 


STATEMENT OF RAYMOND V. MCNAMARA, IMMEDIATE PAsT PRESIDENT, NATIONAL 
ASSOCIATION OF POSTMASTERS OF THE UNITED STATES 


As immediate past president of the National Association of Postmasters of the 
United States, it is my considered judgment that the postal-rate proposals as 
contained in H. R. 5836 provide a reasonable approach to the solution of the vast 
postal deficit which for many years has fallen heavily upon the backs of the 
American taxpayer. 

For the past few years I have had the privilege of personally appearing before 
the committee representing the views of some 34,000 postmasters throughout the 
land who, by resolution, have unanimously endorsed the principle of operating 
the postal service of our Government on a self-sustaining basis. 

The deficits already sustained in the decade since World War II total close 
to $5 billion, all now part of our national debt. The probability of a continuing 
postal deficit in the immediate future of approximately $1 billion annually stag- 
gers the imagination and presents a challenge that can neither be overlooked or 
discounted. 

It is my firm conviction that the American people want their Post Office De- 
partment to operate on a self-sustaining basis. It is inconceivable that we should 
continue the practice of saddling generations yet unborn with the cost of today’s 
postal service, nor can we in good conscience continue to burden the taxpayers 
for services rendered to others. We should not, in my judgment, mortgage the 
future of the American citizen for the price of postage. 

What of the future? Expansion of the service itself to keep pace with the 
growth of the Nation’s postal needs will undoubtedly continue during the next 
decade. The rising volume of mail and its attendant costs presents an additional 
financial problem that cannot be overlooked. The increased costs of transporting 
the mail, improved facilities, together with the ever-increasing cost of personnel, 











READJUSTMENT OF POSTAL RATES 709 


to provide adequate salaries to match our standard of living, have and will con- 
tinue to far outstrip the revenues generated from that operation on the basis of 
the existing rate structure. 

The President, in his state of the Union message, has stated that an increase 
in postal rates is necessary. It is my belief that the legislation now under con- 
sideration presents an integral part of the President’s program. My earnest hope 
is that the Congress will recognize the urgent need for the relief it affords and 
enact it at the earliest possible date. If that is done, the enormous postal deficit 
will become a thing of the past and we will have taken a long step toward solving 
our Federal budget problems. 


STATEMENT BY GEORGE L. WARFEL, PRESIDENT, THE NATIONAL ASSOCIATION OF 
SPECIAL DELIVERY MESSENGERS 


Mr. Chairman and members of the committee, for purpose of identification, 
my name is George L. Warfel, president of the National Association of Special 
Delivery Messengers of the United States Postal Service, with national offices 
at 112 C Street NW., Washington, D. C. 

We welcome this opportunity to support bills H. R. 5836, by Mr. Murray, and 
H. R. 5839, by Mr. Rees, the enactment of which would increase postage rates and 
establish a definite congressional policy with respect to such rates in the future. 

It is our conviction that from the standpoint of equity the users of the mail 
recurring postal deficits. Our convictions are also based on the accepted fact 
that these deficits are primarily the result of present rates having largely re- 
mained stationary for the past 25 years, during which time those operating costs 
over which the Post Office Department has no control have more than doubled. 

For these reasons we trust the committee will see fit to report the bill favorably. 
should pay postage rates of sufficient amounts as would largely meet annually 

Thank you. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC., 
Chicago, Ill., March 21, 1957. 
Congresswoman MARGARET STITT CHURCH, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSWOMAN CHURCH: This week the House Post Office Committee 
begins hearings on the Summerfield rate bill. 

As a home-study school we use first-class, third-class mail, and parcel post 
very extensively. On third class alone we use more than 8 million pieces a year. 
Postage represents a substantial part of the cost of our doing business. 

We do not object to paying our fair share. But we, like thousands of other 
business organizations, are insistent that before rates are increased Congress 
should determine how much of the postal deficit should be classified as public 
service and separated from the postal deficit. 

Postmaster General Summerfield has fought this consistently with specious 
reasoning, loose figures, and wild accusations. The Citizens Advisory Council 
to the Committee on Post Office and Civil Service has released a booklet which 
graphically illustrates and factually supports our position. If you can get a 
copy, I am confident you will find it very illuminating and convincing. 

Although you are not a member of the House Post Office Committee, I will 
appreciate your arranging to place my letter in the committee record. 

Very sincerely, 
Harry L. Kirries. 


JAMAICA, N. Y., March 27, 1957. 
Hon. Tom Murray, 
House Office Building, 
Washington, D. C. 


Deak Mr. CONGRESSMAN: Herewith are my views on the bill now before Con- 
gress proposing postal rate increases : 

I believe that the Congress and the American people should be informed of 
the true facts. The fact that the deficit of the Post Office Department is caused 
by the losses incurred in the handling of second- and third-class mail. These 
losses are due to the low preferential rates extended to the users of the above 
two mail categories. 
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If it is the intention of the administration and the Congress to operate the 
Post Office Department on a balanced budget, and I for one believe that it should, 
then a bill to provide increases in the second- and third-class rates only, should 
be introduced. It is my opinion that such a bill should and would be passed with 
the full consent of the American people. 

The bill as now written is unfair and unjust and should not be approved. 

Sincerely yours, 
JORDAN I, LANE. 


TEACHERS SERVICE ORGANIZATION, INC. 
Philadelphia, Pa., March 26, 1957. 
Representative WILLIAM A. BARRETT, 
House Office Building, Washington, D. C. 


Dear REPRESENTATIVE BARRETT: We are deeply concerned about the attacks 
on third-class mail. We believe that the term “junk mail” is not a true descrip- 
tion of third-class mail. We know that our own third-class mailings are not 
junk. 

We depend on third-class mail to keep in constant touch with our members and 
to keep them informed from time to time of the services which they may secure 
through our organization. Our organization is somewhat similar to a savings 
and lending association. In these days of teacher shortages and low teacher 
salaries, our services to the teachers of Pennsylvania are vital to them. 

We hope you will have an opportunity to read the report of the Citizen’s Ad- 
visory Council. Also, if possible would you be kind enough to place this letter 
in the hearing record. 

About 2 or 3 years ago the rate on third-class mail was increased by 50 percent. 
We would appreciate your help in preventing another increase at this time, as 
proposed in H. R. 5836, because such increased rates would have an adverse 
effect on our business. 

Your truly, 
J.R. ALTER, Treasurer. 


KANSAS City, Mo., March 29, 1957. 
Hon. THoMas R. Murky, 
Chairman, House Postal Affairs Committee, Washington, D. C.: 


Historically, the United States Postal System has been a service organization 
playing a leading role in communications. The sum of money expended by busi- 
ness for mail advertising materials (including postage) in 1955, the latest ree- 
ord available to us, was second to only one other means of distribution. Rather 
than “junk” mail, third-class postal service represents the communications link 
in an important distribution of goods and services with our economy. To in- 
erease third-class mailing costs by 3344 percent represents much more than what 
Congressman Broomfield terms a “punitive” increase in rates. It represents to 
mail advertisers an important increase in sales expense. In the pursuit of sales 
following an initial third-class letter, we contribute substantially to the already 
profitable first-class-mail income. We call your attention to and want to go on 
record as supporting the report of the Citizens Advisory Council to the Senate 
Post Office Committee The Post Office as a Public Service. We request that this 
statement of support be made a part of the House Post Office Committee hearing 
record. 

PosTAL LIFE & CASUALTY INSURANCE Co. 


DANIELS BUSINESS SERVICES, 
Asheville, N. C., March 22, 1957. 


Hon. W. Kerr Scorr, 
Senate Office Building, Washington, D. C. 

Dear Senator Scorr: I appreciated your reply to my previous letter. Since 
the postal rate and policy hearings are currently underway, I am writing again 
and ask that your include this formal protest against postal rate increases in the 
record. 

We are a small shop of 20 employees and if it were not for the direct mail 
aspect of our business we could not remain open. A large portion of our gross 
comes from Asheville advertisers who find third-class mail an effective, econom- 
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ical medium to further their growth in the community. Among many others, 
we have a furniture store account whose mailing list of customers has grown 
in 6 years froms 700 to 8,500; this firm has doubled the size of its store ; doubled 
the number of employees—all accomplished through the effective use of third- 
class mail. Rate increases vitally affect them, as well as ourselves. 

I have a copy of the report of the Citizen’s Advisory Council to the Committee 
on Post Office and Civil Service. With this excellent report and recommenda- 
tions I heartily agree. 

Your careful analysis of the effect of arbitrary rate increases on our industry 
and the people we serve is most urgently requested. You may be assured that 
the business people in our area of North Carolina we deal with are not in favor 
of postal rate increases. 

Sincerely yours, 
E. W. DANIELS. 


fs ae CHURCH EXTENSION SERVICE, INC., 
Golden, Colo., March 25, 1957. 
Hon. Wm11aM §, HILt, 
House of Representatives, Washington, D. C. 


Dear Mr. Hitt: Today we received in the mail a copy of The Post Office as a 
Public Service, which is a report of the Citizens’ Advisory Council. May we 
urge you to read your copy carefully. 

This proposed increase in postal rates (H. R. 5836), will affect us vitally. 
Our organization is small—about 17 employees—but we feel that our service is 
worth while. Our products are church bulletins, promotional materials for 
churches, sermons, and ideas which ministers feel are a real aid in building up 
their churches. 

We use third-class mail to reach these ministers—to advertise our products— 
and to deliver our monthly publication The Idea-Kit. We won't say that an in- 
crease in rates will put us out of business—we do say that we will have to pass 
the increase along to our minister customers which will reduce volume of sales 
and some of our employees will have to seek employment elsewhere. 

Ninety-five percent of our sales are made by direct mail. Our product is not 
“junk mail.” It may be that your own minister uses some of our products and 
uses them profitably. We cannot employ salesmen—each sale is far too small to 
pay the expenses and salary of a salesman. Our only recourse is third-class 
mail—take that away from us by raising the cost prohibitively and you have 
crippled us and ruined any chance for worthwhile future growth. 

Again let us urge you, Congressman Hill; to read your report carefully. This 
is a life and death matter for us. We need your help badly in seeing that we, 
and other small businesses based on the use of third-class mail, get a fair deal. 

Thank you very much for your careful reading of this letter. 

Sincerely, 
KENNETH MASson, General Manager. 

P. S.—It would be a help if you would place this statement of our position in 
the hearing record. 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N. Y., March 29, 1957. 
Hon. Tom Murray, 
Chairman, House Post O fice Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: The American Newspaper Publishers Association asks 
that its position on proposed increases in second-class postal rates be made a 
part of the record of the House Post Office Committee hearings. 

Bills H. R. 5886 and H. R. 5839 now before your committee call for a 60 
percent increase in second-class rates—15 percent each year for 4 years with the 
first 15 percent increase effective July 1, 1957. The proposed increase would not 
apply to daily, weekly or semiweekly newspapers having “press runs” of 5,000 
copies or less. 

Newspapers want to pay their own way. They are ready to pay what it costs 
to handle newspapers through second-class mail. We want to know what that 
cost is. 

We do not believe that information has been supplied. It is not available 
through the Post Office Department cost ascertainment report because that report 
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represents an arbitrary allocation of costs to the four classes of mail, including 
many costs which are incurred purely for public service, public policy or political 
reasons. The ANPA is not opposed to these policy decisions of the Congress and 
the Department, but does contend that newspapers except as taxpayers, should 
not be asked to pay costs that belong elsewhere or the costs of public service 
aspects of the Post Office Department. 

The Citizens’ Advisory Council report to the Senate Post Office Committee 
dated February 26, 1957, itemizes $392,400,000 in public welfare costs of the 
Post Office Department in the fiscal year 1955. This figure exceeds the total 
postal deficit for the same year of $362,700,000. The ANPA believes this report 
ought to be analyzed by the Post Office Committees of the House and Senate and 
postal policy should be stated by the Congress to determine the actual costs of 
handling each class of mail. 

Our association has no desire to delay enactment of proper postal-rate legis- 
a nor do we oppose second-class postal rates based on a fair analysis of the 

acts. 

The ANPA does object as a matter of principle to the provision in the pending 
bills to classify the press in imposing second-class postal rates. Such classifi- 
cation plays into the hands of those who want Government to classify the press 
by law for penalties or preferment. It is a threat to our free press. All ele- 
ments of the press should be treated alike and not broken down for special treat- 
ment by Government. The United States Supreme Court in 1936 in the Louisiana 
Tax case declared unconstitutional an effort to classify the press for purposes of 
taxation. 

The ANPA has stated before and emphasizes again that under the present 
arbitrary allocations of the cost-ascertainment report, it is impossible to estab- 
lish any second-class postal rate which would not show a deficit allocated to daily 
newspapers. In spite of the 30 percent increase in second-class rates since April 
1, 1952, the deficit allocated to daily newspapers has increased. The law of 
diminishing returns is operating and increases in second-class rates while service 
has deteriorated have driven more and more daily newspapers into other forms 
of delivery to subscribers. 

The American Newspaper Publishers Association reiterates its often stated 
position: Daily newspapers want to pay what it costs to handle their second- 
class mail but not costs that belong elsewhere. 

Sincerely yours, 
Frank A. DANIELS, 
Chairman, ANPA Postal Committee. 





STATEMENT OF ARTHUR T. WHITE, WESTFIELD, MAss. 


My name is Arthur T. White. I am chairman of White Industries, Inc., of 
Westfield, Mass. 

We are a small business selling by mail greeting cards, stationery, magazine 
subscriptions, gifts, and household items. We either deal direct with the con- 
sumer or through small independent dealers who sell personally to the consumer. 
Our business names are White’s Quaint Shop, and Thomas Terry Studios, through 
which we sell greeting cards and allied merchandise; and Arthur T. White, the 
Magazine Bargain Man through which we sell subscriptions to our national 
magazines. I started this business 44 years ago after I was stricken with polio. 
We now employ in our busy season as many as 300 men and women. 

To keep this group of people employed we send through the mails several mil- 
lion letters a year. These letters describe the cards, point out the value, and 
try to get an order. At the present postage rates, the cost of getting these orders 
is high. But should the price increase 3314 percent from 114 to 2 cents, as sug- 
gested for the new bulk mail postage rates for third-class mail in H. R. 5836, 
that cost alone to us would be an additional $44,000. This is based on our 
mailings in the last calendar year. 

The increase on first-class mail from 3 to 4 cents would cost us another esti- 
mated $7,500. The estimated total additional burden would amount to $51,500 
or more, which for us is tantamount to disaster for these reasons: 

During the past few years we have been handicapped with one postal increase 
after another. A parcel-post increase which cost us about $50,000 additional 
yearly went into effect October 1, 1953. Public Law 199 which limits the size 
and weight of packages made it necessary to break larger packages into smaller 
units, requiring extra labor in handling and extra expense in mailing. The 
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new minimum-wage bill which went into effect Mareh 1, 1956, has cost us yearly 
an additional $40,000. These wage increases, if combined with the proposed 
postal increase, would leave us very little profit if any. 

We cannot increase our prices to our customers because selling greeting cards 
by mail is a highly competitive business based on large volume and small profits. 
We sell greeting cards in boxed assortments with a retail price of $1, with a 
small proportion selling for $1.25. Anyone who has tried to inch those prices 
upward to help offset rising costs has found that the buyer will pay no more. 

Take for example those Christmas cards we sell with name imprinted at 50 
for $1.50 and that is our biggest imprint card sales. First-class postage at 3 cents 
makes the postage cost $1.50 for 50 cards thus doubling the cost of the cards 
mailed to the consumer. An increase of 1 cent whether on first class or third 
class will increase the postage cost to the public one-third and doubtless will 
mean less cards mailed. The biggest percentage of cards goes by first-class mail. 
And that means less income to us, less income to the Post Office Department, and 
less profits available for taxes. 

In our magazine subscription agency business our commissions and our selling 
prices are set by the magazine publishers. In this branch of our business the 
relentless march of rising costs have taken a serious toll, too. When postal rates 
on bulk third-class mail increased a few years ago 3314 percent, our income did 
not increase. Any additional postage increase would put us out of the magazine 
business altogether as it already has some magazine publishers. 

It isn’t only we as a business who will suffer, and our employees who rely on 
us for a livelihood. Our many suppliers of merchandise and literature and their 
thousands of employees in the merchandise, paper, box, ink, and printing trades 
will lose such a percentage of business from us and others to cause them to lay 
off many employees who depend upon them for their livelihoods, 

An increase in third-class postage will seriously decrease our volume of mail 
going out, and orders coming back. Any concern can only mail to those custom- 
ers who will buy enough to make a profit. An extra $5 per thousand pieces in the 
mails means we cannot bring our sales message into as many homes. This reduc- 
tion in the number of pieces of mail sent out will mean a drastic reduction in 
the amount of revenue which we give our local post office in Westfield, Mass. 
Less mail to get orders, with less orders to acknowledge, less orders to ship, all 
adds up to a decided loss of business for us. That’s why we are so worried, Now 
let us see how higher postage rates will affect the mail we generate. 

The greeting cards which we, as one small business sold last year brought an 
income to the Post Office Department of three-quarters of a million dollars. This 
figures 80 percent of the cards at first class with 3 cents postage, the balance at 
third class with 2 cents postage. And this estimate is more conservative than 
that of the New York Herald Tribune in a statement they made December 6, 
1956. In addition to that income we personally paid the Post Office Department 
$380,000 for first-class mail, parcel post and third-class mail in a 12 month period. 
The Westfield postmaster tells us this is one-third his revenue. 

A business such as ours requires a large volume to exist. From a small begin- 
ning in a farmhouse we have built this business to serve customers in every 
State in the Union. And the fact that many of the same customers are on our 
lists year after year assures us that they like our merchandise and our way of 
doing business. 

But in the past 5 years using all our ingenuity, from office and shipping pro- 
cedure to methods of getting orders, the very best profits we have been able to 
make yearly over that period have ranged from one-half of 1 percent of our 
sales to 34% percent of our sales—before taxes. One of these 5 years we lost 
money. I refer to these figures to give you some idea of the small margins of 
profit which small business exists on today and to point out the slender thread 
between loss and profit which faces all of us. 

Do you wonder that we are worried when faced with another possible postage 
increase? This is an increased tax on our business and perhaps unnecessary 
when the Senate Advisory Council points out that if the Public Welfare for 1955 
were charged with its rightful costs, then those services would have exceeded 
any deficit by nearly 30 million dollars. And if the hidden public welfare costs 
could be isolated, the Post Office Department would be still better off. 

To summarize: Any postal increase now would put an added difficult burden 
on the shoulders of all small business, a burden which would force many out of 
business. 

It would so seriously reduce the profits of many others that it would mean less 
money for taxes to the Treasury Department. 
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It would reduce number of employees not only in the businesses directly 
affected but also in the feeder businesses which supply the merchandise, pro- 
duce the printed literature, the shipping containers and such. It would be a 
heavy blow to the economy of the country as a whole with thousands of em- 
ployees from the many industries out of work at the very time when the economy 
seems to be slowing down. 

If you'll seriously consider charging public welfare for the costs which are 
rightfully theirs, then there will be no need to throw a wrench in the wheels of 
hard working small businesses. Let us each do his share to advance our pros- 
perity by building with more orders, more employees, more business, instead of 
tearing down that which has been so painstakingly built over the years. 


DELAND, FLA., March 25, 1957. 
Hon. A. 8. HERLONG, Jr., 
House Office Building, 
Washington, D. C. 

DeaR Mr. HERLONG: By now you have received in the mails a copy of the Citi- 
zens Advisory Council report entitled “The Post Office as a Public Service.” 

I urge you to carefully study this report and wish that you would express 
an opinion on this. 

I trust that no changes should be made in the postal-rate structure until after a 
clear congressional policy can be adopted. 

The 2% percent minimum piece rate proposed for third-class mail providing a 
150 percent hike in rate is a ridiculous proposition. Mr. Summerfield apparently 
assumes that the third-class volume of 16 billion annually will remain constant 
even under the impact of a $25 per thousand rate. Such a rate would, of course, 
drive countless mailers out of business. It would do more harm than good for 
our economy. Would you be good enough to place my statement in the hearing 
record in reference to the rates proposed in H. R. 5836. 

I hasten to tell you that if third-class rates are raised in this fashion most of 
my customers plan to mail less and it will force many right out of business. 

I also trust that Congress will adopt a well-defined sensible postal policy for 
the United States. I don’t think personally that the postal deficit is the ogre 
painted by Mr. Summerfield. 

Sincerely yours, 
R. W. HUNTER. 





RESOLUTION OF PINE LAWN CHAMBER OF COMMERCE, PINE LAWN, Mo., 
OcTOBER 1956 


Whereas the Congress of the United States enacted a law in 1879 providing 
second-class mailing privileges for certain publications on the theory that they 
were infant industry and needed support and as they were regarded as media 
for dissemination of public information ; and 

Whereas some of these subsidized publications have grown throughout the 
years to giant industry and can well afford to pay for the services which they 
receive from the Post Office Department of the United States ; and 

Whereas the subsidy received by these giant magazines is one of the largest 
contributing factors to the huge annual deficit of the Post Office Department, the 
subsidy to these leading national magazines in reduced postage rates amounting 
to upwards of $200 million annually ; and 

Whereas as a result. of this colossal subsidy and the resulting postal deficit, 
regular attempts are made to increase first-class postage which is more than self- 
supporting to 4 cents; and 

Whereas parcel post, third class, and other rates have been increased in per- 
centages many times that to which magazine rates have been increased ; and 

Whereas the increase in parcel-post rates, third-class and other postal increases 
are a burden on hundreds of thousands, yes, millions of small-business persons 
and other users of the mail; and 

Whereas it costs the national magazines only 2 cents to mail a nearly 2 pound 
magazine from a metropolitan center to subscribers in that area and an individual 
mailing the same magazine must pay 25 cents for the mailing privilege and this 
is discriminatory in favor of the huge magazine publishing industry which can 
afford to pay for the service they get from the post office ; and 
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Whereas it has been stated that this administration is in favor of eliminating 
all the subsidies it can, therefore in fairness ; be it 

Resolved by this organization, representing numerous business and professional 
people and individuals, That we recommend to our President of the United States, 
our Congressmen, and Senators to enact legislation to see that the subsidy to 
second-class mail matter as it pertains to giant national magazines be eliminated 
and that they be required to pay for the service which they get from the United 
States post office, the principle of paying for what one gets in service from the 
post office having been expounded by the Postmaster General of the United States. 


PHILADELPHIA ASSOCIATION FOR THE BLIND, INC., 
Philadelphia, Pa., April 1, 1957. 
Hon. THOMAS MURRAY, 
Chairman, Post Office and Ciwil Service Committee, 
House of Representatives, Washington, D. C. 

My DEAR CONGRESSMAN: I have just read the statement submitted to your 
committee concerning the effect upon agencies for the blind if changes are made 
in the postal rates as per H. R. 5836 and H. R. 5839. 

We will appreciate your acceptance of our endorsement of the opinions and 
information given you by Mr. Peter J. Salmon of the Industrial Home for the 
Blind, Brooklyn, N. Y. 

The contemplated increase in first-class mail rates will reduce our ability to 
serve blind persons in the city of Philadelphia, through an increase in cost of 
from $5,000 to $7,500 per year. 

We unqualifiedly approve the recommendations of Mr. Salmon in the Industrial 
Home for the Blind. 

Sincerely yours, 
JOSEPH F. CLUNK, 
Managing Director. 


GOVERNMENT EMPLOYEES INSURANCE CoO., 
Washington, D. C., March 29, 1957. 
Hon. Tom MURRAY, 
House Post Office Committee, 
House of Representatives, Washington, D.C. 

Sir: Government Employees Insurance Co. was chartered in the District of 
Columbia in 1937. Ours was one of the first insurance companies to be founded 
on the principle of selling policies and servicing policyholders through the direct- 
mail medium. Consequently, we have a vital interest in postal rates and regula- 
tion. The introduction of H. R. 5836 has magnified our concern because of its 
direct effect on the continued success of our method of operation. 

Independently, and as a member of Associated Third Class Mail Users, we 
want to place into the record our firm opposition to this bill and other proposals 
which would increase the cost of postal rates. 

From a modest beginning 20 years ago, Government Employees Insurance Co. 
has become one of the leading insurers of automobiles in the United States. We 
have developed many new lines of insurance and have achieved a respected posi- 
tion among insurance companies. As a private, progressive, profitmaking organi- 
zation, we have an inherent responsibility to our stockholders, policyholders and 
employees. The direct interest of approximately one-half million people is in- 
volved in the continued successful operation of Government Employees Insurance 
Co. and its two affiliate direct-mail companies. 

In 1956, Government Employees Insurance Co. spent over $300,000 on postage 
alone. Postal rate increases as proposed in H. R. 5836 would increase our 
operating expenses to the extent that our continued successful operation may 
well be jeopardized. 

It is for these basic reasons that we oppose H. R. 5836 and any other legisla- 
tion which proposes postal rate increases without first digging to the root of the 
Postal Department deficit situation. We firmly believe that the problem is not 
adequately nor fairly met in H. R. 5836. As a better alternative, Government 
Employees Insurance Co. supports the recommendations set forth in the citizens 
advisory council report, dated February 26, 1957, to the Senate Committee on 
Post Office and Civil Service, entitled “The Post Office as a Publie Service.” 
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We are grateful for the opportunity to express our attitude on this important 
subject and request that you place this statement in the hearing record. We are 
confident that the findings of your committee will confirm our position. 


Very truly yours, 
N. L. Grppen, Vice President. 


THE PROGRESSIVE FARMER, 
Raleigh, N. C., April 38, 1957. 
Hon. THOMAS MURRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Murray: I have appeared before your committee many 
times to give testimony with regard to increased postal rates. Our position today 
is exactly as stated in the past. This position is clearly outlined on the at- 
tached sheet which compares increased rates on second class now being consid- 
ered, with present rates as they would affect the Progressive Farmer Co. 

We appreciate your giving us the opportunity to testify personally. However, 
we feel that our president’s statement as it appears on this sheet states our posi- 
tion clearly and without wordy duplication of testimony by others. 

Fifty sheets are attached hereto. If you or Mr. Fred Belen will see that 
copies are placed in the hands of every member of the committee and all others 
whom you wish to have copies, we will greatly appreciate it. 

Sincerely yours, 
JOHN B. Gorpon. 
THE PROGRESSIVE F'ARMER Co. 


TABLE I.—Comparison of increased rates on second-class postage proposed in 
H, R. 5836, H. R. 5839, and 8. 1534 with present rates 
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Proposed rates effective July 1 of each 
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If the second-class rates proposed in H. R. 5836, H. R. 5839, and S. 1534 had 
been fully in effect during the latest fiscal year of the Progressive Farmer Co., 
at the advertising rates effective during that period, the company’s net profit 
after taxes would have been reduced from 3 cents to 1 cent per dollar of income. 
And contributions by the company to its employee-retirement plan would have 
been cut in half. 

The Progressive Farmer is not opposed to some increase in second-class rates 
if Congress, after it has established a policy governing postal rates, finds it nec- 
essary to increase rates on all classes of mail. 

And if postal rates should be increased, the Progressive Farmer Co. believes 
that any increase in second-class rates should not exceed 10 percent in any year 
and that the total amount of any increase should be about 20 percent but should 
not exceed 30 percent. Our company also believes publishers and advertisers 
could absorb increases in second-class rates totaling not more than 20 to 30 
percent but that they could not absorb the proposed increases totaling 60 per- 
cent without generally hurtful, and in some cases ruinous, effects on the publish- 
ing field. 


STATEMENT BY CuRT TEICH, JR., PRESIDENT, CurT TEICH & Co., INc., CHICAGO, ILL. 


Honorable chairman and members of the committee, my name is Curt Teich, 
Jr., president of Curt Teich & Co., Inc., Chicago, Ill., manufacturers of private 
picture post cards. In behalf of my company and other fellow manufacturers of 
private picture post cards, we feel that a great danger to our industry is 
impending; I refer to the increase in postage that has been suggested to your 
committee to raise the present postage on private picture post cards from 2 
cents per card to 8 cents. 

For the purpose of clarification, and so that no confusion will result, we will 
refer to our product as the private picture post card which you purchase at 
newsstands, dime stores, hotels, variety stores, drugstores, and in small towns 
and hamlets in remote parts of these United States, in the country general 
store, at 1 cent each to 3 for a dime for the post card, which is then mailable 
with the affixing of a 2-cent stamps. 

The other classification of mailing card for future reference, we will call the 
Government postal card, on sale at United States post offices all over the Nation 
at 2 cents each—complete—ready for mailing, which only covers the cost, so 
to speak, of the stamp. 

The Post Office Department, in sellisg the Government postal card, supplies 
all of the cardboard, printing, cutting, boxing, wrapping, free transportation to 
the point of sale, selling to the ultimate user, and finally delivering the Govern- 
ment postal card back through the mail to the party to whom it is addressed, all 
for the cost of the postage alone. 

It might be well for the committee to look into the cost of furnishing this 
Government postal card free, as the total cost to the Government per year is 
tremendous. 

Private picture post cards, on the other hand, are purchased by the customer 
and paid for at the point of purchase. The customer then affixes a 2-cent stamp 
before placing it into the mails, which means that the post office receives a net 
revenue of 2 cents per card for the handling through the mails of the private 
picture post card. 

We know of no other parallel situation in which the Government is actually 
underselling private industry, when you take into consideration that the Gov- 
ernment postal card is manufactured, distributed, and sold for only the cost of 
the postage stamp, whereas the 2 cents received from the stamp purchased by 
the user to be affixed on private picture post cards completely goes as revenue 
to the Post Office Department. 

The private picture post card is not only an educational medium for familiariz- 
ing the public with local and national points of interest, but is also utilized 
throughout the United States as a medium to attract additional visitors to na- 
tional parks and national shrines. In addition, it is a practical medium of cor- 
respondence. Many people are attracted to a particular locality through the 
picture depicted on the private picture post card, which also indirectly results 
in increased revenues for the United States Government by virtue of attracting 
tourists to the national parks and historical shrines. 

We would also like to bring out the fact that the distribution and sale of the 
private picture post card makes it possible for thousands of distributors in retail 
outlets all over the United States to increase their revenues with the resultant 
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ability to pay more taxes. Many small distributors and retailers depend upon 
the private picture post card and allied items for their livelihood. Therefore, 
we feel that the increase in postal rates on private picture post cards, with the 
resultant loss in volume, will adversely affect many thousands of taxpayers 
over the Nation. 

On behalf of my own company and fellow producers of private picture post 
cards, I would like to recommend to the committee that the postage remain at 
the present 2 cents per card, as the postage was increased from 1 cent per card 
to 2 cents per card on January 1, 1952. This amounted to a 100-percent increase, 
and we feel that our particular product has certainly borne its share of postal 
increases and should not be prevailed upon again to have a further increase to 
3 cents at this time, especially since we know of no parallel where the cost of 
the stamp and the mailing exceeds the cost of the product. 

I would further like to suggest that the committee investigate the cost of 
furnishing free the Government postal card, a big bulk of which is used by 
advertisers and commercial enterprises, and we would like to recommend to 
your committee that the Government put a charge per card on the Government 
postal card for manufacturing and distribution, and leave the postage of both 
the Government postal cards and private picture post cards at 2. cents each. 
If an equivalent charge were made for the Government postal card to cover its 
cost, the members of the committee would be surprised at how much could be 
taken off the postal deficit. 


THe W. T. RAWLEIGH Co., 
Freeport, Iil., April 4, 1957. 
Re postal legislation. 
Hon. Tom MuRRAY, 
Chairman, House Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN MuRRAY: We understand that hearings continue in the 
House Post Office and Civil Service Committee relative to H. R. 5836 and H. R. 
5839, and related bills, pertaining to postal-rate legislation. 

We have reviewed report of the Citizens’ Advisory Council to the Committee on 
Post Office and Civil Service of the United States Senate entitled “Post Office 
as a Public Service” which briefly sets forth, for the fiscal year ending June 
30, 1955, that while the Post Office Department claimed a deficit of $362,700,000 
said report reflected, for said period, that there were public-welfare costs exceed- 
ing the deficit by almost $30 million thus indicating that users of the various 
classes of mail are not, in reality, creating a deficit and are not getting a subsidy. 

In view of information set forth in report, referred to above, we respectfully 
urge that no changes be made in the postal-rate structure until there has first 
been adopted a clear congressional policy with regard to the public welfare 
feature of the postal service. 

We submit that the users of the various classes of mail are not only paying 
their own way but, in some instances, are being overcharged. We further sub- 
mit that appropriations should be made to the Post Office Department such as are 
made to other governmental departments, to meet public service and welfare 
costs rather than to charge the various users of the postal service to sustain 
these public service and welfare costs which, we submit, would be such a burden 
on the many small businesses throughout our country as to constitute a real 
hazard to their continuity. 

Our company has its main office and factory in Freeport, Ill., with branches, 
in continental United States, in Memphis, Tenn.; Richmond, Va.; Chester, Pa.; 
Albany, N. Y.; Minneapolis, Minn.; Denver, Colo.; Oakland, Calif.; and Los 
Angeles, Calif. Copies of this letter are being forwarded to other members of 
your committee who reside in States in which we have branches. 

With regard to postal expense, pertaining to the main office and factory at 
Freeport, Ill., which expense does not include that postal expense at the various 
branches, the proposed changes in the first- and third-class rates, which would 
most seriously affect our company, would result in substantially increased cost 
for these two services. 

The largest volume of our mail comes under the first-class rates so the proposed 
increase in first-class rate, as well as third-class rate, is of extreme significance 
to our company. 

It is our understanding that the Post Office Department, even under present 
rate structure, is paying its own way to a larger extent than most, if not all, 
other governmental departments. We respectfully submit that the term “deficit” 
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should not be applied, in the case of the Post Office Department, to that expense 
resulting from public-welfare service. 
Respectfully submitted. 
J. A. Reso, 
Secretary and General Counsel. 


NEW JERSEY TAXPAYERS ASSOCIATION, INC., 
Trenton, N.J., April 5, 1957. 
Hon. THoMAS MURRAY, 
Chaieman, House Post Office and Civil Service Committee, 
Old House Office Building, Washington, D.C. 

DEAR CONGRESSMAN MuRRAY: With respect to hearings now being conducted 
by your committee, I respectfully request that you enter into the record that the 
New Jersey Taxpayers Association, in keeping with its policy favoring sound 
Federal finance through a balanced Federal budget and reduction or elimination 
of Federal subsidies to State and local government, business, and agriculture, 
wishes to reaffirm its support of the principle of placing the Post Office on a pay- 
ing basis in order to help maintain a balanced Federal budget. 

Yours very sincerely, 
FRANCIS J. PINQUE, President. 


EAst CAROLINA COLLEGE, 
Greenville, N. C., April 5, 1957. 

My Dear Mr. Bonner: My feelings of outrage are rising about the threatened 
“sit down strike” by the Post Office Department—the curtailing of services be- 
cause of shortage of postal revenue. 

This shortage arises, of course, from the subsidy to the advertisers in the low 
rates on “junk mail.” Most of the mail is this low-grade stuff that represents a 
loss to the Post Office on every piece—and I get several copies of the same ad 
at a time. 

These advertisers are so shameless that they will even insert a slip in some of 
their mail saying in effect, “Please excuse duplication, it is cheaper to mail this 
than to check mailing lists.” 

Please do what you can to get every class of mail to pay its own way by getting 
this subsidy to the advertisers abolished. 

Yours sincerely, 
Watrter §. KRAUSNICK. 


PRINTING INDUSTRY OF AMERICA, INC., 
Washington, D. C., April 10, 1957. 
Hon, THomas J. Murray, 
Post Office and Civil Service Committee, 
Washington, D.C. 

My Dear Mr. Murray: Speaking for Printing Industry of America, Inc., 
which represents the bulk of the commercial printing and lithographing indus- 
try in the United States, having in our membership 5,000 firms located through- 
out the country and 63 affiliated regional, State, and local associations, we would 
like to present to you our views regarding postal-rates legislation. 

1. We believe that the Congress should clearly establish our national policy in 
relation to those areas of the postal service which properly are to be regarded 
as public service. In establishing this policy the Congress should also identify 
which are the areas of public service. We believe that this should be done pre- 
liminary to any other action on postal rates. 

2. It is our belief that the areas regarded and determined by the Congress to 
be public-service areas should be properly financed by appropriations made by 
the Congress. 

8. On the balance of the postal service, excluding the areas identified by Con- 
gress as public-service areas, we do not oppose reasonable increases in postal 
rates provided the increases are based upon actual facts and an equitable dis- 
tribution of cost. Excluding the public-service areas, it is our belief that the 
Post Office Department should submit the actual facts on the costs of the various 
classes of the postal services and set forth an equitable distribution of those 
costs. 

4. It is our belief that under such a procedure, the Congress will find that it 
would not be necessary to consider such drastic rate increases such as one which 
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has been proposed which makes a total increase of 60 percent over a period of 
4 years in 1 class of mail. Before the Congress considers such a drastic in- 
crease, we believe that careful study should be made of the economic impact, 
particularly on small business, of such drastic increases. 

We repeat our belief that if the above steps are taken, the Congress will find 
that drastic increases will not be called for. 

The above is respectfully submitted as the position of our association in this 
matter. 

Sincerely yours, 
J. W. SHIELDs, 
Chairman, PIA Government Relations Committee. 


New York, N. Y., April 11, 1957. 
Hon. THomas C. MuRRAY, 
Chairman, House Postal Affairs Committee, 
House of Representatives, Washington, D. C.: 


Appreciate your consideration in permitting DMAA witness to appear prior 
to close of hearings on H. R. 5836 tomorrow. However, shortness of time pre- 
cludes drafting of testimony that would supplement that already heard by your 
committee, and our witness will not, repeat not, be able to appear. Direct mail 
advertising association, representing more than 2,200 key mail users, suppliers, 
creators, and manufacturers firmly believes definition of public policy prior to 
consideration of new postal rates is mandatory. 

ArtTHuR B. Burner, President, DMAA. 


STATEMENT OF ROBERT E. WARD, PRESIDENT OF THE NATIONAL LEAGUE OF POST- 
MASTERS OF THE UNITED STATES, ON THE POSTAL-RATE BILL 


Mr. Chairman and members of the committee, the American right to petition 
Congress is a right we all cherish. Weare grateful for this privilege. 

The National League of Postmasters appreciates the conscientious service that 
the House Post Office and Civil Service Committe has given our Nation in approv- 
ing a postal-rate increase last year, and in your consideration of a rate increase 
this year. 

The National League of Postmasters favored a postal-rate increase in 1956. 
In 1957 we believe the need is even greater. We further believe that the users 
of mail service should pay their proper share of the cost of the service they use. 

Every citizen of our great country knows that costs have increased in the last 
25 years. Costs to the postal service have increased, therefore costs of the postal 
service have increased. These costs are being met by general taxation. 

These increased costs, plus an ever-increasing amount of mail, have served 
to add to the ever-increasing deficit. 

Faced with an unrealistic postage rate structure and the increase of mail and 
its costs, the Post Office Department unfairly appears to be poorly managed. 
This unfortunate situation leads people who do not know the facts to assume 
that the Department is at fault. 

This undermines confidence in the Department and in our Government. It 
makes recruiting of qualified employees more difficult. We Americans believe 
in fair play: we are for the underdog: but we don’t want to join a losing team. 
We believe in winning. 

Yet the postal service cannot win if we continue to underprice our services. 
Our customers—the American people—want economical mail service, but they 
don’t want “cheap” service. 

The economies effected by Postmaster General Summerfield, as well as the 
transfer of subsidies formerly charged to the Post Office Department, as well 
as improvements in the postal service, have been a source of satisfaction to us 
as taxpayers and as postmasters. 

Because of the foregoing reasons, we ask your favorable consideration of 
postage-rate increases. Thank you. 
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STATEMENT BY MILLER FREEMAN, JR., ON H. R. 5836 


Mr. Chairman members of the committee, my name is Miller Freeman, Jr. I 
live in Lafayette, Calif., near San Francisco, and am representing, as secretary- 
treasurer, Miller Freeman Publications of San Francisco. We are publishers of 
business, technical and trade publications—some “regional” for the west coast 
only and others covering the entire United States, with a distribution ranging 
from 2,000 to 33,000 copies. These are small magazines. 

The total distribution of our publications is nearly equally divided between 
those that qualify as second-class matter with the reader signifying his interest 
in the publication by paying a subscription price, and those distributed free to 
the recipient, classified by the Post Office as “controlled circulation”. 

The second-class postal designation was established to make it possible for 
the public to receive news, information, technical data, etc., that would be desired 
by the recipient. The law specifically called for the payment of a subscription 
price—with the purpose of requiring the recipient to indicate a desire for this 
material. 

Over the years—generally recent years insofar as the business press is con- 
cerned—some publishers have begun to mail their publications free of cost to the 
recipient, in most cases without an indication from the recipient that he wanted 
the publication. Such mail matter is termed, by the Post Office, as ‘“‘controlled 
circulation” mail. 

As publishers of both types of publications—second-class and “controlled’— 
we are familiar with the merits of both. 

A choice was open to us in publishing our magazines. We could either have 
them go as second class, or as controlled circulation. If second class, the 
major requirement was that they be sent to a legitimate list of paid subscribers 
If controlled, that was not necessary—simply, we had to have a minimum of 
25 percent text. The whole thing was, and is, a matter of choice—we could 
start a new magazine as either paid or controlled. We could start it as con- 
trolled and, by exercising this choice later, convert it to paid circulation at any 
time just by going out and getting the subscribers—and travel at lower second- 
class postal rates. 

It is simple to start a business magazine as controlled. We merely have to 
have a list of people our advertisers want to reach, requiring considerably less 
circulation department cost. From a pure cost basis, the extra cost of controlled 
circulation postage is not as great as the net cost—expense less subscription in- 
come—for second-class publications. 

The rate in the proposed House bill reduce the differential between the two 
types. Some proposals would eliminate the differential entirely. Under the bill 
passed by the House last year, tt would have cost us less to mail two of our 
present publications by the “controlled circulation” rate than by second-class 
rates. 

As this differential between second-class mail and the controlled-circulation 
mail is brought closer together, the incentive for publishers to request recipi- 
ents to indicate their desire for and interest in a publication will be lost. It 
would encourage publishers to issue more and more publications that are 
unasked for by the recipient, that are undesired and unread. Such a trend 
would only increase the burden on the Post Office Department. 

From a purely economic standpoint, the net cost—expense less income—for 
procuring readers is sufficiently less for controlled circulation as compared 
with second class, to more than make up for the higher postal rates. To 
further reduce the rate differential between the two classes would provide a 
definite cost advantage for controlled publications. 

It is our desire to be constructive. We realize that all rates must be in- 
creased. Whatever percentage of increase is applied to any one class or to 
any category, we feel should be applied in exactly the same percentage to the 
other category. 

Your courtesy in receiving this statement is deeply appreciated. 


THE ASSOCIATED BUSINESS PUBLICATIONS, 
New York, N. Y., April 16, 1957. 
Hon. Tom MURRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 


DeaR Mr. Murray: Because of certain statements made by a witness who 
testified subsequent to my appearance before your committee on March 29, an 
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addition to our testimony has been made necessary. The subsequent witness 
testified for National Business Publications; he raised matters we preferred 
not to go into on March 27. Once raised, however, we do feel it necessary to 
reply. Associated Business Publications, Inc., appreciates your consideration 
in adding this letter to the hearing record, and in making it available by dis- 
tribution to each member of the committee. 

National Business Publications undertook to lead the comittee to believe that 
a long-standing injustice against controlled-circulation magazines was on the 
threshold of correction in the closing hours of the last Congress, but that the 
ends of justice were unfairly defeated by what the witness characterized as a 
“technicality.” 

The Congressional Record of July 27, 1956, on pages 13711, 13712, and 13775, 
recites that both the House and the Senate rejected an amendment to a Federal 
employees life insurance bill for Gallaudet College. The stricken amendment 
had nothing whatsoever to do with life insurance or Gallaudet College; instead 
it reduced postage rates for controlled-circulation magazines. It was this con- 
gressional action which the witness referred to as a “technicality.” 

The NBP witness also exhibited to the committee certain paid subscription 
second-class magazines and certain controlled-cireulation publications, and con- 
tended that a rate differential between the two was unjustified in view of their 
visual similarity. Undoubtedly the similarity in formats was so striking as 
to challenge distinction, except by an expert. Obviously this was the intent of 
the exhibit. For it is an historical fact in the business publishing industry 
that nearly every second-class paid-subscription publication which successfully 
pioneers a specialized field is followed in due course by one or more controlled- 
cireulation magazines which are strikingly similar from a visual standpoint, but 
which are not received by paid subscribers. 

The National Business Publications’ position, carried to its logical conclusion, 
is that because visual similarity achieved by some controlled-circulation 
magazines has advanced to such a high degree of perfection, the magazine now 
deserves special treatment within second class. 

Basing their argument primarily on similarity in appearance, they apparently 
feel that the basic requirement of second-class, namely, a legitimate list of paid 
subscribers, should be waived, and that they should have a rate reduction, even 
though all other rates may be increased. 

There is a very simple way for any controlled-circulation magazine to attain 
second-class mailing status. All that is necessary is for the controlled-circulation 
publication to expose its product to the most critical test of all: offer it for a 
subscription price to the man currently receiving it free. If enough of those cur- 
rently on the free list are willing to guarantee their future receipt of the magazine 
by paying for it, then the controlled-circulation publication can, as a consequence, 
convert to second-class postal rates. The fact is that as a matter of choice many 
controlled-circulation magazines prefer not to so convert, and by their own choice 
continue at controlled-circulation rates. Mr. Miller Freeman, Jr., of San Fran- 
cisco, in testimony prepared for this committee, goes into the economic con- 
sequences of the publisher’s decision on this matter of choice. 

The National Business Publications’ witness further referred to an amendment 
for the benefit of controlled-circulation magazines, which would establish a new 
subsection within second class. We do not know what this amendment provides 
and no hearings have been held upon it. It would appear no more germane 
to this rate bill than last year’s controlled-circulation rate-reduction amendment 
was to the Gallaudet College group life-insurance bill. The proposal is so serious, 
affecting as it does every newspaper and magazine published in the United 
States, that before any further consideration, it should be subjected to the most 
complete kind of congressional hearing. 

We should much prefer not to have gone into these matters at this time but, 
having been raised subsequently by another witness, I am sure that you and the 
other members of the committee will understand that we could not let the matter 
rest without this amplification. 

Your courtesy and consideration in receiving this statement are appreciated. 

Very sincerely yours, 
Tom B. HArIRE, 
President, Haire Publishing Co., for Associated Business Publication, Ine. 
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STATEMENT or Hon. Russert V. Mack, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF WASHINGTON 


Mr. Chairman and members of the committee, the Allied Daily Newspapers of 
Washington represent 21 daily newspapers of Washington State and 98 percent 
of the daily newspaper circulation of the State. Either through the personal 
appearance of their secretary-manager, Mr. Lew Selvidge, or through statements 
I have presented for them, the Allied Daily Newspapers of Washington have 
expressed their views on a number of occasions regarding second-class postal 
rate legislation. 

For the purposes of this hearing they have asked me to present to you the 
following summary of their previous testimony which they consider pertinent 
to the present hearing. 


STATEMENT OF THE ALLIED DAILY NEWSPAPERS OF WASHINGTON 


We are constrained by the grave implications of the legislation currently 
before the committee, providing as it does for a 60-percent increase in second- 
class mail rates, to redeclare the principal points of our position that they be 
reconsidered in reference to the immediately pending issue. 

We have said previously that we are prepared to adapt our newspaper delivery 
systems to the postal-rate policy defined by Congress, whatever it may ultimately 
be ; that we want no conditioning of that policy under the guise or for the purpose 
of extending economic aid to newspapers. We repeat that declaration. 

We have said previously that we believe any effective and successful effort of 
the Congress to fix postal rates on a cost-of-service basis must be preceded by 
a definition by the Congress of the public-service functions of the Post Office 
Department that are to be supported in whole or in part from general taxes in- 
cluding the degree of any partial support. 

We are disturbed by the recurrent implication that newspaper publishers have 
been the recipients of a Government subsidy in the form of low postal rates and 
that the subsidy will continue unless the Congress accepts the rate recommenda- 
tions of the Post Office Department. 

The framers of the Constitution expressed their recognition of the necessity of 
a rapid exchange of news, information, and ideas to the maintenance of a 
democracy by making the postal service a primary and an exclusive function 
of the National Government. Congress, in a number of subsequent acts, not the 
least of which was the provision for second-class mail, has given continuing 
ratification to that principle. Without resorting to any prolonged discussion of 
the philosophy of democratic government and its implementation it becomes 
rather apparent that the postal service was created not to serve the convenience 
or economic needs of certain classes of mail users but to provide. the citizenry 
with the knowledge of conditions and events necessary to the informed direction 
of their Government. In short the primary function of the Post Office Depart- 
ment was and is a public one, a factor which commands recognition in the distri- 
bution of post-office operating costs. Before any person or group can be fairly 
charged with receiving a subsidy through the postal service it must first 
be shown that a facility or preferential rate created in the public interest has 
been controverted to private gain. 

The Congress did establish a preferential rate for second-class mail. Its 
declared purpose was to encourage the widespread dissemination of news and in- 
formation. In the furtherance of this objective the Congress defined a number 
of public information media, including newspapers, as being eligible for trans- 
mission under this mail classification. This act of Congress stimulated news- 
paper readership, as well as that of other media, by permitting the delivery of 
newspapers to subscribers in remote or sparsely populated areas at a cost no 
greater than that charged in the immediate vicinity of publication. The sub- 
scription price of a newspaper, as that of any delivered commodity, is the price 
of the product plus the cost of delivery and the second-class mail rate equalized 
delivery costs to a point that at one time approximately 25 percent of all news- 
papers published were delivered by mail. 

Since that time the relative superiorities of other delivery methods and the 
declining costs of such transportation have reduced sharply the percentage of 
newspapers delivered by mail. Many metropolitan newspapers now serve less 
than 3 percent of their subscribers by this method. Notwithstanding this fact 
there is still a substantial number of newspapers being delivered by mail to 
subscribers who live outside the regular home delivery area or in a section that 
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cannot ‘economically be reached by other means. This evidences only that the 
co oe ore mail is at least in part still fulfilling the purpose for which it was 
created. 

It appears to us that the basic question which the Congress has before it in the 
currently proposed increase in second-class mail rates is whether the public 
interest dictates the continued encouragement of widespread dissemination of 
news and information. The postal rates proposed are certain to curtail severely 
the interstate and regional exchange of publications now transmitted by mail. 
Economic conditions within the newspaper field dictate the pass-on of any addi- 
tional postage and most newspapers have before them some subscription rate 
adjustment to meet the mail rate increases already authorized. The certainty 
that further second-class rate increases will price mail subseriptions out of the 
market in all but local zones is apparent to us. 

In conclusion we repeat the summary of our previous presentation to this 
committee. We want no subsidy. The public responsibility vested in news- 
papers dictates that we remain financially independent. We believe it is in the 
national interest that the widest possible dissemination of news and informa- 
tion be maintained but we do not feel competent nor do we desire to stand in the 
position of advisor on the question of what financial support the national interest 
requires in this matter. The limit of the service we can render the Congress on 
this subject is our appraisal of the effect the proposed legislation will have upon 
the dissemination of news and information and upon the media responsible for 
their distribution. 

If the Congress finds that further consideration of rate adjustments is neces- 
sary we ask that these adjustments be weighed solely against the national inter- 
est and the rights and welfare of citizens who must depend upon the post office 
for newspaper delivery. It is our judgment that a further increase in second- 
class rates will result in a material diminution of newspaper readership at a 
time when a well-informed people is the Nation’s greatest security force. 


STATEMENT OF WILITIAM C. DOHERTY, PRESIDENT, NATIONAL ASSOCIATION 
OF LETTER CARRIERS 


Mr. Chairman and members of the committee, my name is William C. Doherty. 
I am president of the National Association of Letter Carriers. 

Representing the 109,000 members of the association, I want to endorse the 
general principles contained in H. R. 5836 and H. R. 5839. ‘The postal service, in 
a dynamic national economy and with a rapidly growing population, is called 
upon to carry an ever-increasing load of mail. The Post Office Department, unlike 
some other agencies of Government, cannot plan its operation, but must handle 
all the mail that is received. With 60 billion pieces of mail to handle in a year, 
it is necessary that we have an effective, highly geared operation. 

I believe that additional revenues are required by the Post Office Department 
in order to provide better service to the American people. The Post Office De- 
partment does not furnish the prompt, efficient service that it formerly gave 
the American people. 

H. R. 5836 and H. R. 5839 propose to increase first-class mail from 3 to 4 cents; 
second-class mail approximately 60 percent in 4 years; and other classes of mail 
accordingly. Strictly on the basis of purchasing power of the dollar, it is clear 
that an increase in rates is perfectly in order. The price of all commodities pur- 
chased by the Post Office Department has increased and, if the rates charged 
20 years ago were proper rates then, certainly a substantial rate increase is 
necessary at this time. 

I want to place our association on record as opposed to part of section 2 con- 
tained in the bill. Section 203, paragraph (4) provides that “the postal rates 
shall be adjusted from time to time so that the total amount of the adjusted 
revenues shall be approximately equivalent to the total amount of the expenses, 
both as determined in the manner provided by this title.” 

This declaration of policy is a dangerous declaration; in that it means that 
the traditional policy of the Post Office Department to exist primarily for 
service will be repealed in favor of a policy of operating for revenue. The 
postal service must continue as a public service. This section, if enacted into 
law, would operate to hamstring the postal service in improving its operation 
and would place the welfare of the mail users on the basis of an uncertain cost- 
ascertainment program. 
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The determination of proper rates is largely based upon the cost-ascertainment 
program. It is our observation from first-hand experience that the method of 
sampling used in the cost ascertainment is more speculative than scientific, 
and we would dislike very much to see the Congress declare a policy that would 
tie the operation of the most important agency in peacetime and the most 
necessary agency in wartime to an uncertain cost concept. 

I subscribe entirely to the conclusions reached by the Citizens Advisory 
Council to the Committee on Post Office and Civil Service in the United States 
Senate, which read as follows: 

1. Congress should enact a modern postal policy now to lay the groundwork 
for subsequent consideration of proper rate adjustment. 

2. Such a policy should enumerate and separate the costs to be borne by 
users of the mails from those to be met in the public interest by appropriation. 

3. Congress should reaffirm its responsibility for, and power to set all postal 
rates so that a uniform policy once established can be maintained. 

4. Congress should direct the executive branch to make an immediate survey 
of the impact of postal-rate increases on the economy, especially on small 
business. 

5. Congress should direct the Post Office to request adequate appropriations 
for research and capital improvements compatible with the highest standards 
of modern business efficiency, and provide for a periodic review by the Congress 
of progress achieved. 

6. Improvement in postal service and better working conditions for postal 
workers can only come about if wage scales are adjusted on the basis of merit 
and economie conditions, and not tied to postal rates or postal revenues. 

We hope that this committee will recommend a proper rate bill, but that it 
will refrain from adopting a policy declaration carrying the following statement: 
“The postal rates shall be adjusted from time to time so that the total amount 
of the adjusted revenues shall be approximately equivalent to the total amount 
of he expenses * * *,” 

We appreciate very much the opportunity of appearing before this committee 
to present our views on this important legislation. 


STATEMENT OF HAROLD MCAVoy, NATIONAL ASSOCIATION OF POST OFFICE AND POSTAL 
TRANSPORTATION SERVICE Marit HANDLERS, WATCHMEN, AND MESSENGERS 


Mr. Chairman and members of the committee, my name is Harold McAvoy, 
national president, National Association of Post Office and Postal Transporta- 
tion Service Mail Handlers, Watchmen, and Messengers, 900 F Street NW., 
Washington, D. C. Our association is part of the Government Employees’ Coun- 
cil and the American Federation of Labor, Congress of Industrial Organizations. 
I would like to go on record as endorsing in principle, H. R. 5836 and H. R. 5839. 

We firmly believe that the additional revenues requested by the Post Office 
Department will be used to provide a better service to the American public. 

The proposal as outlined in H. R. 5839 and H. R. 5839 changing first-class mail 
from 3 cents to 4 cents; second-class mail approximately 60 percent in 4 years 
and other classes of mail accordingly. Based on the present dollar it is quite 
obvious that said increases, as proposed, are definitely needed to provide the 
postal service the American people look forward to receiving. 

In concluding this statement, I also wish to go on record as endorsing the 
conclusions reached by the Citizens Advisory Council to the Senate Committee 
on Post Office and Civil Service, which reads— 

“TI. Congress should enact a modern postal policy now to lay the ground- 
work for subsequent consideration of proper rate adjustment. 

“TI. Such a policy should enumerate and separate the costs to be borne by users 
of the mails from those to be met in the public interest by appropriation.” 

Thanking you for the privilege of appearing before you and your committee and 
with the sincere hope that you and your committee give speedy and favorable 
consideration to H. R. 5836 and H. R. 5839. 


(The following information supplied by Mr. Lloyd W. King, execu- 
tive secretary, American Textbook Publishers Institution ; see p. 527 :) 


We estimate that the total postage bill paid by educational institutions, college 
stores, and other customers for textbooks would be increased by $450,000 if the 
proposed bill becomes a law. 


READJUSTMENT OF POSTAL RATES 727 


Textbook publishers report that their 1955 sales of elementary, high school, and 
college textbooks in Texas accounted for 6.3 percent of their total sales of such 
books throughout the Nation. 

Therefore, we estimate that this bill, if enacted, would increase the textbook 
costs in the State of Texas approximately $28,000 annually. 

The CuarrMAan. This concludes all witnesses in connection with this 
legislation. 

The Postmaster General and his Deputy Postmaster General will 
be back before the committee next Tuesday for any rebuttal statements 
which they care to make, and also for any questions by members of the 
committee. 

The hearings will stand adjourned until 10 o’clock next Tuesday 
morning. 

(Whereupon, at 11:50 a. m. Friday, April 12, 1957, the committee 
recessed until 10 a. m. on Tuesday, April 16, 1957.) 





READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 





TUESDAY, APRIL 16, 1957 


House or REPRESENTATIVES, 
Com™MitTrEE ON Post Orrice AnD CrviL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

Hearings will be resumed on H. R. 5836 and H. R. 5839, bills to 
readjust the postal rates. 

I have the following letter from Mr. Robert E. MacNeal, president 
of the Curtis Publishing Co. [Reading :] 


Knowing that you and the members of your committee have been extremely 
busy hearing many witnesses in connection with H, R. 5836 and H. R. 5839, I am 
submitting the attached statement instead of requesting permission to appear 
before your committee personally. Thank you for past courtesies extended to 
me and for consideration of. the attached statement in regard to this proposed 
legislation. 

Sincerely yours, 
Rospert EB. MACNEAL. 


The statement of the Curtis Publishing Co. will be inserted in the 
record at this point. 
(The statement is as follows:) 


STATEMENT OF Ropert E. MACNEAL, PRESIDENT, THE CuRTIS PuBLisHiING Co. 


Mr. Chairman and members of the committee, my name is Robert MacNeal 
I am president and chief executive officer of the Curtis Publishing Co., by whom 
I have been employed for over 33 years. Our company publishes the Saturday 
Evening Post, Ladies’ Home Journal, Holiday, and Jack and Jill magazines, 
having a total circulation of nearly 12 million copies per issue, of which about 
two-thirds are distributed through the mails. 

Let me say for the record, just as I did last year, that our company is now and 
always has been willing to bear its fair share of postal costs. I make no pretense 
of being an expert on postal matters, but as a businessman I believe H. R. 5836 
and H. R. 5839 prescribe a remedy which is not only incompatible with the cause 
of the problem but also is in contradiction of the very policy which they under- 
take to enact into law. 

Our total United States postage bill for 1956 was nearly $7,300,000, but, at the 
rates proposed in H. R. 5836 and H. R. 5839, this expense would have been about 
$11 million. 

It is only natural at any time that I should be thinking of our employees, but 
this may seem a strange occasion even to mention the word “stockholder.” How- 
ever, I believe this committee and the Congress as a whole know that stock- 
holders as well as employees are people, mostly just average people, and are the 
same citizens who pay a very large part of the taxes required to run our Govern- 
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ment. Therefore, I believe it is appropriate to use as an example the fact that 
our company has 10,000 employees and 13,000 stockholders. That means, in this 
1 company, families totaling nearly 90,000 persons have their savings, their 
earnings, and their job security directly affected by postal-rate legislation. 
These thousands of human beings and their counterparts in other companies 
deserve your careful consideration. 

The history of our postal rates shows clearly a consistent philosophy and 
pattern of development over the past hundred years that should not be lightly 
brushed aside. From 1851 until 1982, each change in the rate per ounce for 
letter mail was a reduction in price. These changes were obviously made to 
induce greater use of the mails as a matter of public policy. 

When second-class rates as we now know them were established in 1879 for 
periodical publications “published for the dissemination of information of a 
public character, or devoted to literature,-the sciences, arts, or some special 
industry,” it was clearly the intent of Congress to foster, for the public welfare, 
development of the periodical publishing industry, The response to that op- 
portunity and challenge is perhaps best summarized by the fact that today a 
single issue of America’s thousands of magazines totals approximately 170 mil- 
lion copies—1 for every man, woman, and child, in the United States. 

Meanwhile, the $40 million star-route service to otherwise inaccessible points, 
the 114-million-mile rural-delivery service, and thousands of fourth-class post 
offices which were known in advance to be incapable of producing revenue equal 
to their expenses were established for the public welfare as a further expression 
of this congressional policy. 

During the hearings, attention has been called from time to time to the fact 
that large annual postal deficits are a fairly recent phenomenon. At the same 
time it has been stressed that there was no increase in first-class postage rates 
from 1885 until 1932, and yet everyone knows that wages, services, materials, 
and transportation used by the Post Office increased heavily during that period. 

Then why were there so few large deficits? Part of the answer is provided 
by the improvement in our highway and railroad networks, part from improve- 
ment in our post-office methods and equipment, including the fact that we are 
reported to have had about 77,000 post offices at the turn of the century com- 
pared with about half that number today. However, it is my belief study would 
reveal a major portion came from increased volume of mail, particularly the 
incremental classes, which helped to defray fixed cost without adding to these 
costs proportionately. 

Therefore, what began as a concession in the form of preferential postage rates 
has become an enormous source of revenue to the Government, both in terms of 
postage income and tax revenues. In fact, out of the $2,042 million postage reve- 
nues for fiscal 1955, nearly half was provided by the incremental second, third, 
and fourth classes—$960 million. 

On more than one occasion it has been stated that were it not for the other 
classes of mail, it would cost 5 or 6 cents to mail a letter. Such a statement is 
clearly recognition of the fact that cost ascertainment report data based on 
pieces and pounds obviously overstates the costs incurred by the addition of 
second-, third-, and fourth-class mail to the postal system. 

Another basic weakness of the report is that it attributes deficits to a whole 
class of mail, even though all rates are not uniform within the class. For 
example, the free-in-county privilege, mail for the blind, and rates for religious, 
fraternal, and nonprofit publications were established by the Congress for the 
general public welfare. However, when blame for the deficits of the entire class 
is directed toward those publications which pay full price, the cost of what was 
intended as a public-spirited gesture is being levied against the latter group 
instead of against general tax revenues where it belongs. 

Another example is mail sent to rural free delivery addresses. These routes 
were established primarily for sending and receiving letter mail and would not 
be discontinued if second-, third-, or fourth-class mail were eliminated. Due 
allowance for the incremental nature of these classes is not made by the cost- 
ascertainment report, which charges them with a full proportionate share of 
costs for rural free delivery. 

The fact that a top executive of the Post Office Department has testified “the 
cost-ascertainment reports were never intended to be the sole determinant in 
fixing postal rates” is cold comfort when almost every reference in testimony or 
debate related to postal deficits quotes data from these very reports to justify 
demands for heavy rate increases. In my testimony on H. R. 9228 before this 
committee last year I stated: “To insist that second-class mail costs nearly $300 
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million to handle, compared with its 1955 revenue of $65 million, make it apparent 
that the request for a $17 million rate increase is only a brief pause on the way 
to a completely unrealistic rate structure.” The fact that H. R. 11380 later 
called for a $43,800,000 increase instead of $17 million certainly justified my 
concern, and unless the official accounting methods are required to segregate 
other than incremental costs for second-class mail, our industry will live in 
unwarranted and continuous insecurity. 

In order to illustrate the need for higher postal rates much has been said about 
the price increases made by publishers during recent years. It is true that a 
copy of the Post sold for 5 cents in 1932 and for 15 cents in 1956, also that its 
circulation grew from 2,850,000 in 1932 to over 4,900,000 in 1956, while adver- 
tising revenues increased even faster. 

However, if that seems to imply a large growth in profits, let me refer you to 
our annual reports for those years. In 1932 our gross operating revenue was 
about $44 million and profits were over $514 million. In 1956 our gross operating 
revenue was about $187 million and earnings were $6,234,398. Last year we set 
aside $6,344,597 for Federal and State taxes, whereas these taxes were only 
$767,000 in 1932. In case you are wondering whether the comparison is distorted 
because 1932 was a particularly good year, let me assure you it was not. From 
1930 to 1932 operating revenue fell 44 percent and profits fell 71 percent. So, 
in 1956, we had over 4 times as much volume and paid over 8 times as much taxes, 
but earned only a little over $700,000 more profit. 

This illustrates that for every price rise there is also a rise in sales resistance, 
with consequent increases in selling costs and dangerously narrow profit margins 
still a problem. This principle applies directly to statements made before the 
committee concerning increases in advertising rates. Yes, we have increased the 
advertising rates for our magazines during recent years, but we are giving the 
advertiser more for his money, too, For example, on the Post we are now 
delivering to our advertisers over a million more copies per issue than we did 
10 years ago. Furthermore, competitive conditions made it necessary to couple 
these rate increases with volume discounts to advertisers, amounting last year to 
$4,400,000 for the Saturday Evening Post alone, plus over a million dollars more 
for Ladies’ Home Journal and Holiday. Returning to the fact that price in- 
creases raise selling costs, our company’s annual report shows selling costs of 
nearly $18 million plus advertising and circulation commissions of more than 
$29 million in 1948. Last year’s annual report shows that selling costs had 
risen to about $40 million and that commissions and discounts were over $48 
million. 

A direct example of the effect of selling costs is as follows: Suppose the postase 
rate for the Saturday Evening Post were to be increased $1 per year. We could 
not get that amount by raising the subscription price $1 per year. Commissions 
to salesmen run as high as 70 percent, supervision, promotive literature, and 
general overhead take their toll, and there could well be only 10 cents left. At 
that rate, the subscription price would have to be raised $10 to pay the extra $1 
postage, which would certainly wreck our present circulation volume. To a 
lesser extent, the same thing applies to a rise in advertising rates. Agents’ com- 
missions and cash discounts of 15 and 2 percent paid for decades by our company, 
and now general practice in the industry, reduce our cash receipts automatically, 
and higher selling costs are inevitable if we are to preserve the advertising linage 
levels which enable us to offer low unit costs. Just how low that unit cost is 
may be illustrated by the fact that a black and white full page in the Saturday 
Evening Post costs about one-third of a cent, which enables advertisers to use it 
economically to build sales for their products. 

The postal rate policy set forth in title II of H. R. 5836 and H. R. 5839, in 
my opinion, represents a tremendous forward step toward permanent solution 
of the postal rate problem. They need only refinements and proper implementa- 
tion to deserve widespread support from our industry. However, the rates pro- 
posed in title I were obviously not arrived at by the methods or under the prin- 
ciples prescribed in title II. Had they been, some rate increases may have been 


™Mndicated, but the amount of such increases by class can be determined only by 


- application of those methods and principles, By contrast, increases which would 
completely distort the relationships between rates for the various classes of mail 
up to 1982 could also well destroy much of the careful work of the Congress in 
building this rate structure step by step during the past hundred years. 

With a clear-cut and well-defined policy statement as a foundation, we would 
be so much nearer to the permanent and equitable solution of the postal rate 
problem that I believe it would be tragic to settle for less. 
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The CuammMan. This morning we have the Postmaster General and 
the Deputy Postmaster General with us. They both have statements 
which they desire to present to the committee. After these statements 
are read, then both the Postmaster General and his Deputy will be 
available for any questions by the committee pertaining to the rate 
legislation. 

We will hear first from Postmaster General Summerfield. 

Mr. Porrrer. Mr. Chairman, for the record I would like to repeat the 
objection I made to you informally. I believe the time of this com- 
mittee is so important that we should conserve it by having these 
statements submitted in writing and go right to the questions which 
many of us have. 

The Cuarrman. I think the Postmaster General and his Deputy are 
entitled to present their statements. Then they will be available for 
questions. They will come back tomorrow and also Thursday, if nec- 
essary. The committee will have ample time to ask any questions that 
are pertinent of both the Postmaster General and his Deputy. 

Mr. Gross. Mr. Chairman, it is not proposed to hold a meeting of 
this committee on Thursday, is it ? 

The Cuarman. That depends upon the program of the House. If 
we do not adjourn until Thursday afternoon there will be a meeting 
Thursday. 

We will be glad to hear from you, General Summerfield. 


STATEMENTS OF ARTHUR E. SUMMERFIELD, POSTMASTER GEN- 
ERAL OF THE UNITED STATES, AND MAURICE H. STANS, DEPUTY 
POSTMASTER GENERAL; ACCOMPANIED BY BERT B. BARNES, 
DEPUTY ASSISTANT POSTMASTER GENERAL, BUREAU OF POST 
OFFICE OPERATIONS; I. I. RAINES, DIRECTOR, DIVISION OF 


POSTAL RATES; AND J. E. MOYER, RESEARCH COORDINATOR, 
DIVISION OF POSTAL RATES 


Mr. SumMerriIetp. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, | welcome this op- 
portunity to appear today before this committee. It enables me to 
express once again my sincere appreciation for the vigor with which 
you are seeking a solution to the Department’s serious problem of large 
recurring annual losses. 

The Deputy Postmaster General and I are here today to answer 
any questions that the members of this committee may care to ask 
concerning the postage rates proposed in H. R. 5836—and the iden- 
tical bill, H. R. 5839. We invite such questions because this is per- 
haps the most important piece of legislation with which this commit- 
tee will deal this year and it is important that you have a full under- 
standing of the facts as we see them. 





OUR MUTUAL PROBLEM 


As extended hearings like these progress, you hear a great deal 
of testimony pro and con. Many issues are raised, some relevant and 
some wholly irrelevant. You are asked to deal with intricate matters 
of cost accounting, the service differences in mail handling, the im- 
pact of postage rates on individual businesses or industries or the 
whole economy, and many conflicts of viewpoint. 
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I would not be surprised if there were some confusion or uncer- 
tainty in the minds of some members of this committee at. this stage 
as the hearings reach their conclusion. I particularly would not want 
any such oda tatien or uncertainty to obscure the. basic issues that 
have to be met. For that reason, I should like to take a few minutes 
of your time to summarize the problems which we now face together— 
we leave the wilderness of detail and take a good look at the reasons 
why we are here on this legislation and why we have made the pro- 
posals before you. 

Our responsibility is to suggest what we believe to be right and 
proper, and to support our views as strongly as we can by presenting 
the facts at our command. We have done that. We have tried for 
5 years now to provide information to the Congress and to the public 
on this difficult subject. 

We have done everything we can to fulfill our responsibility. 
Others who have appeared before you have disagreed with us in 
whole or in part. ‘The decision as to what is right for the Post Office 
Department and for the American people is now up to this com- 
mittee and the Congress. 


IMPACT ON THE FEDERAL BUDGET 


Paramount among the difficulties facing the Congress and the pub- 
lic today is the massive Federal budget. The post. office deficit is an 
important part of that national budget problem. I do not believe 
that I can more effectively state the case than by repeating a state- 
ment which you made, Mr. Chairman, at the opening of these hearings: 

This committee is faced with a most urgent decision in this question of postal 
rates. 

The budget of $71.8 billion which shocked the Congress and the country includes 
as a credit the passage of postal rate increases in an amount of $654 million for 
1958 which were anticipated when the budget was submitted. 

Unless we pass this rate bill, the $71.8 billion budget will be increased by 
$654 million. Even with passing it (estimated revenues for 1958, $462 million), 
we will be raising the budget to an even $72 billion in 1958. 

This rate bill is just as important a part of the fiscal program of the Congress 
as any cuts of a comparable amount we can make. 

This is the first overriding fact. that faces us. The second is the 
very realistic one that no effective means can possibly be found to 
produce the necessary revenues to eliminate the drain of postal losses 
on the Federal budget unless an increase in the first class letter rate 
isincluded. Any bill voted by the Congress which does not provide for 
a letter rate of 4 cents will fail ser iously to meet our needs. 

In the next fiscal year the Post Office will lose a minimum of $651 
million, adding that sum to the fantastic figure of $5 billion of postal 
losses sustained since World War II. No action less than H. R. 5836 
will solve the Department’s financial problems. 


ARE THE INCREASES FAIR? 


With the backdrop of these two fundamental considerations, we 
need next to ask whether the rate increases we have proposed are 
reasonable and fair to each class of mail user. Here again witnesses 
have testified to many differing opinions, but some things remain 
undisputed and others are strongly supported by a preponderance of 
evidence. 
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Letter rates are the same as the level of 1932—a quarter of a century 
ago. Almost everything within our knowledge has increased sub- 
stantially in price since that time. The cost-of-living index has dou- 
bled and with it postal wages and other costs have more than doubled. 
It is just not logical that the price of sending a letter should be immune 
- the inflationary factors which have driven up the cost of handling 
it. 

Postage rates on the advertising portion of second-class mail are 
now actually below the levels fixed in the act of 1917 when zone rates 
were established. The publishers who pay these rates have seen all 
of their other costs—for paper, payrolls and distribution—skyrocket, 
and they have met these cost advances by proportionate increases in 
advertising rates and circulation rates. They can and should pay more 
postage, too. 

Third-class mail, which once met 98 percent of its cost, is now paying 
little more than half of its cost of handling and delivery. Behind it 
is a vigorous and fast-growing industry which is well able to pay its 
fair share of our expense of distributing its sales materials. 


NO CLASS OF MAIL PAYS ITS OWN WAY 


Everyone seems to agree that each class of mail should “pay its own 
way,” but there is not much agreement as to what the term means. 
Some witnesses imply that it means that each class of mail should pay 
its allocated costs, without regard at all to the differences in service 
that it receives or to other factors. Some witnesses argue that their 
class of mail should pay only the “out-of-pocket” costs—meaning 
thereby the costs which would not exist if their class of mail did not 
exist. We think each class of mail should “pay its own way” in the 
sense of paying a fair price for the service it receives, taking into 
account not only the bookkeeping costs but the differences in handling 
and other values applying to the various classes. 

The solid fact is that today no class of mail pays its way, except 
fourth-class mail. Each category of mail affected by H. R. 5836 is 
now being handled at a loss to the United States Government. When 
all costs are properely considered—including fair adjustment for the 
differences in service and value for each class of mail—the expense 
coverages in fiscal 1956 were as follows: 


Percent 
Seine Wee A lk ee ee intl 74.5 
RL ii rk a Sa rh tdi Sth chine tetadig ats gedmen mbinpbeescben 91.1 
SE isis ite iad ce dpenininel end dbinritvnitintidee tn wictiomamnn 00+ 
i i cect alicia nist ioinaniatnmaarngene-eremtmepoaiagr gees 71.0 


It is clear from these percentages that rate adjustments on all these 
classes are justified and necessary. Anything less than we have pro- 
posed on each class of mail would be less than a fair charge. 


THIS POLICY AFFIRMED BY CONGRESS IN 1947 


I am well aware that questions have been raised as to the propriety 
of our method of applying costs and that these questions relate pri- 
marily to the rate of postage on first-class mail. We have emphasized 
that the 3-cent rate on letter mail was established in 1932, but perhaps 
equally important to the committee should be the fact that the 3-cent 
rate was made permanent in 1947 and at that time Congress, by its 
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action, gave recognition to the preferential service principle we ad- 
vocate. 

In 1946, the last fiscal year before this committee reported the bill 
to make the 3-cent rate permanent, the revenues of first-class mail 
were 32 percent above the allocated cost of service, and yet there was 
no talk of a “profit” in first-class mail at that time, nor was it con- 
sidered a tax measure. The 1947 bill was a rate bill in every sense of 
the word, and it was a good rate bill which gave proper and historic 
recognition to the preferential service for first-class mail. The bill 
came up on the floor of the House by unanimous consent; not a single 
Member objected to the bill or the principles behind it. 

Since 1947 postal costs have increased steadily. Congress enacted 
wage increases in 1948 of $216 million; in 1949, $113 million ; in 1951, 
$250 million; and in 1955, $188 million. There have been increases 
of $119 million in employee benefits The prices the Department pays 
for supplies and services have also increased by millions of dollars 
annually Railway rates have been raised by the Interstate Com- 
merce Commission by more than $200 million. And yet during this 
period letter mail has made no contribution to any of these increases 
In costs. 

The point of all this is that if the unanimous action of the Con- 
gress was right in 1947, then an increase in the letter rate to 4 cents 
is right in 1957; and it is right, not as a tax or as a subsidy to other 
classes of mail, but as a fair charge for the service rendered. 


SHOULD SECOND-CLASS MAIL PAY ITS ALLOCATED COSTS ? 


Some members of this committee appear to feel that second-class 
mail should pay its full share of allocated costs. We believe that it 
would be an injustice to charge full costs for a service which must 
make way for first-class mail, and that it would be a greater injustice 
on an industry which has for many years received low postage rates 
to reverse historic precedent in one stroke of such extreme. 

There are very practical reasons, too, why second-class rates can- 
not reach such a level. The Department has no monopoly on second- 
class mail. Should rates go up unreasonably, many publishers and 
perhaps private carriers would provide delivery of publications in 
the densely populated areas, leaving the Department to handle only 
the most costly deliveries in less populated and more distant areas. 
Such a change would be bound to reflect unfavorably upon the revenue 
position of this class of mail. 

We believe that our proposals will not drive any publishers from 
the mails but would require them to make as reasonable and fair a 
revenue contribution as we can hope to ask from second-class mail 
under the present circumstances, 


SECONDARY ISSUES 


If we move now from the points of— 
(1) Our positive need for revenues, and 
(2) The fair apportionment of that need over the classes of 
mail— 
we come to some secondary but important issues that have been raised 
in these hearings. Statements have been made that the Department 
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would need no rate increases if it became more efficient, that the De- 
partment would need no rate increases if public-welfare costs were 
eliminated from postal figures, that business failures and widespread 
unemployment would result if postage rates were increased, that the 
Department is making a “profit” on many second-class publications, 
and that postage increases should not be enacted anyway until all 
questions of postal policy are settled 

These are all arguments that we met in our opening presentation, 
and I think the committee is sufficiently well informed about them 
that I need not talk about them at length. I would like, however, to 
review them briefly. 

MORE EFFICIENCY 


The postal deficit cannot be eliminated by the simple expecdienc of 
increasing efficiency 5 percent or 10 percent overnight. It is just not 
possible. There is always room for improvement in any organiza- 
tion and there is in the post office, but any reasonable net reductions 
in expenditures in the future can at most offset only a small propor- 
tion of our huge postal losses. In the past 4 years our programs have 
realized a large part of the economies that were practicable without 
mechanization and without extensive construction of new facilities. 
It will take time for technology to catch up with our unique needs in 
mechanization, and it will take large sums of money to provide equip- 
ment and facilities, and a considerable period of time before we can 
achieve significant unit-cost reductions through our program of me- 
chanical and electronic mail handling. 

In the meantime, I urge the committee to bear in mind that even 
after enactment of H. R. 5836 there will still remain a postal deficit 
of almost $200 million annually that will provide ample challenge 
to this administration or succeeding administrations to improve efli- 
ciency further. 

PUBLIC WELFARE COSTS ) 


There has been considerable talk here about the public-welfare 
aspects of the postal service. Claims have been made by opponents 
of rate increases that there are hundreds of millions of dollars of 
public-welfare expenditures made for small post offices, rural routes, 
and other components of the postal system. We have refuted these 
claims before this committee on numerous occasions in the past. I 
should simply like to make one added observation. 

Rural delivery was established around the turn of the century. 
From 1900 to the end of World War II the Post Office Department 
was operated on substantially a break-even basis, as we have shown 
in our earlier testimony. During this period the Department had 
many more fourth-class post oftices—there were 72,455 in 1900—and 
rural routes than it has today, and yet during this entire half cen- 
tury there was little talk of huge public-welfare elements in these 
integral parts of the postal system. It appears to me that the vague 
claims of huge public-welfare expenditures for these normal operat 
ing units of the Department are designed solely to cast doubt on to- 
day’s needs for postal revenues. They no more merit the serious 
consideration of this committee than they did in 1930. That was 
when the Congress passed the Kelly Act which listed the public wel- 
fare elements of the post office and made no mention whatever of 
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rural routes and small post offices as being in this category. Just a 
month ago this committee reported out a bill, H. R. 5206, which will 
have the effect of updating the Kelly law. It fixes public-welfare 
costs at less than $30 million a year. 


POSTAGE AND PROFITS 


Some witnesses have foretold dire consequences for the publishing 
industry, the direct mail advertising industry, and the general econ- 
omy, if postage rates are increased. Many of these witnesses tend to 
compare their postal costs directly with their profits, presumably to 
show that the only way of paying for increased postage is by reducing 
present profit margins. 

This is an insupportable premise. If all of the cost increases of 
industry in the past decade had to be absorbed from profits there 
would not be a single solvent firm left in our economy today. Prices 
of products and services are regularly adjusted for other cost in- 
creases and the same can be done for postage increases. The broad 
generalizations of disaster made by many witnesses were not backed 
up with statistical figures. The evidence is impressive that past rate 
increases—such as the one on third-class mail enacted in 1951—have 
failed to injure business or to deter its growth in a sound economy. 

One more argument that you have “heard repeated a number of 
times is that the Post Office actually makes a profit on some—perhaps 
a number of the second-class public ations it carries, I admit that 
I have some difficulty in accepting this, because I am sure that some 
publications must be 1 ‘esponsible for the large disparity between our 
total revenues and our costs in second-class mail. I have asked the 
Deputy Postmaster General to deal with this problem in somewhat 
more detail in a statement that he will present to the committee 
following me. 

MUST POSTAL POLICY COME FIRST ? 


Finally, we come to the oft-repeated argument that the Congress 
should not enact any increases in postage rates until it has dealt 
completely and fully with the question of postal policy. We agree 
that an expression of Congress on postal policy is highly desirable 
and we submit that such an expression is contained in title II of the 
bill. 

The history of postal rates has been remarkably consistent. There 
is a definite relationship in the rates charged for the various classes 
and subcategories of mail service, and these relationships have long 
been recognized by the Congress. The policy statement in this bill, 
which was developed by this committee last year after many pains- 
taking hours of work, and passed by the House last year, is an affir- 
mation of postal-rate policies which have been held by the Congress 
for three-quarters of a century. It is comprehensive and fully ad- 
equate to guide future Congresses. What possible reason can there 
be for further delay in enactment of this policy statement simul- 
taneous with its implementation through postal-rate adjustments? 


CONCLUSION 


In conclusion, Mr. Chairman and members of the committee, it is 
our belief that the time has come for positive action on postal-rate 
increases, that the proposals that we have made are fair to all the 





a A 


738 READJUSTMENT OF POSTAL RATES 


users of the mails, and that they are consistent with the proper use of 
accounting data and with historic policies of the Congress. 

These proposals are supported by the President, two former Post- 
masters General, the Secretary of the Treasury, other members of the 
Cabinet and of Congress, business leaders and business organiza- 
tions, large and small users of the mails, nationwide editorial writings 
and independent public-opinion polls. I am hopeful that the members 
of this committee will recognize the essential fairness of H. R. 5836. 
I am hopeful too that the decision reached by the majority of this com- 
mittee as to the means provided for the raising of additional revenues 
will be supported by those who hold different views on details, in the 
greater interest of restoring fiscal responsibility in the postal opera- 
tion and of relieving the taxpayers of the country of an obviously 
unfair burden of postal losses. 

I have a statement I would like to insert in the record, Mr. Chair- 
man, by the Advisory Board of the Post Office Department. 

The Cuarrman. Very well. Let the statement be included in the 
record at this point. 

(The statement is as follows :) 


STATEMENT BY THE ADVISORY BOARD OF THE POST OFFICE DEPARTMENT 


The Advisory Board of the Post Office Department, a seven-member group 
of prominent citizens appointed by the President to counsel on postal matters, 
took action today on important postal matters during their regular quarterly 
meeting. 

Resolutions were adopted with these members voting: John 8. Coleman, presi- 
dent, Burroughs Corp., Detroit, Mich.; James H. 8S. Ellis, president, the Kudner 
Agency, New York, N. Y.; Richard J. Gray, president, Building and Construction 
Trades, AFL-CIO, Washington, D. C.; Jack Rohe Howard, president, Scripps- 
Howard Newspapers, New York, N. Y.; Rowland Jones, Jr., president, American 
Retail Federation, Washington, D. C.; and Charles M. White, president, Republic 
Steel Corp., Cleveland, Ohio, which— 

1. Endorsed the postal rate increases for first, second, and third-class mail 
and books incorporated in H. R. 5836, now under consideration by the Com- 
mittee on Post Office and Civil Service of the House of Representatives. 

2. Supported the postal policy statement in H. R. 5836 (identical to that passed 
by the House last year) which incorporates the financial principles which the 
Congress has, until recent years, always recognized in setting postal rates. 

Mr. Summerrievpd. I have asked the Deputy Postmaster General, 
Mr. Maurice H. Stans, tosummarize the Department’s views on certain 
technical issues which were raised during the course of these hearings, 
after which we shall be most happy to answer any questions. 

The Cuatrrman. Deputy Postmaster General Stans will present his 
statement and then both of you will be available for questions by the 
committee. Mr. Stans. 

Mr. Stans. Mr. Chairman and members of the committee, the sole 
purpose of my statement here today is to clarify for the record some 
factual and technical issues raised before this committee by witnesses 
opposing our rate proposals. 

I would like to proceed by asking and answering some specific ques- 
tions that may be troubling some member of this committee. 

1. Is the Post Office cost system unusual or unorthodox ? 

The cost-ascertainment system is a common, accepted method of com- 
puting costs allocable to joint operations. It was designed and in- 
stalled under the direction of independent certified public account- 
ants, it has been refined from time to time through the years as cireum- 
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stances changed, it has been reviewed and endorsed on a number of 
occasions by certified public accountants and other accounting au- 
thorities, and last year it received the specific approval of this com- 
mittee. 

There is nothing unusual or unorthodox about the cost-ascertain- 
ment system. It employs methods of allocation in general practice in 
industry, using accounting techniques and statistical methods. The 
sole purpose of the system is to allocate the expenditures and reve- 
nues of the postal service according to the classes of mail and services 
rendered. 

2. Is the work performed by second- and third-class mailers in pre- 
paring their mail properly reflected in the costs? 

Yes. The cost-ascertainment system apportions only the actual 
expenditures of the Post Office, and any services performed by mailers 
at their own expense obviously are not included in the costs shown in 
the cost-ascertainment report. In effect, mailers are given credit in 
the cost figures for each class of mail for the work which they perform. 

The services performed by these mailers are in accordance with pos- 
tal regulations. 

3. Do the cost-ascertainment reports include public-welfare services 
or subsidies to nonprofit organizations and other privileged classes of 
mailers ? 

The Post Office does render public-welfare services in the sense that 
Congress, through the years, has directed it to perform some services 
free of charge for certain categories of mailers and others at less than 
regular rates, 

These identifiable public welfare services are included in the de- 
tailed figures for the various classes of mail, but are subtracted from 
the cost totals in the summary statement included in the cost-ascer- 
tainment report. The effect of the credit shown in the summary table 
is to produce the revenues and expenses on each class of mail as they 
would be if all mailers paid the regular rates. 

4. If the cost-ascertainment system is sound, why does the Post 
Office adjust the costs for service or “intangible” factors ? 

The cost-ascertainment system merely spreads the postal expendi- 
tures over the classes of mail and services in accordance with their use 
of postal personnel and facilities. The resultant showing of the 
difference between costs and allocated revenues is of value to the postal 
management in measuring trends of costs. The figures are not in- 
tended to be the sole factor in ratemaking, except where rates are 
specifically provided to be based on costs, as in the case of fourth- 
class mail. I have repeatedly testified to this effect. 

Some of the classes of mail receive definite preferences in handling 
and delivery, are of greater value and significance, and receive certain 
ae These are not factors which can effectively be measured 

y cost accounting procedures, and for that reason the cost-ascertain- 
ment system does not attempt to measure them. They are, never- 
theless, proper factors to be taken into account in fixing service rates, 
as is the question of ability to pay. 

There are many common illustrations of differences in service rates 
dictated by factors other than costs. The differences between a 
straight telegram and night letter, or between a day telephone call and 
an evening call, or between orchestra and balcony seats in a theater, 
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or between advertising rates on cover space and inside space in maga- 
zines, or between various commodity rates for railway transporta- 
tion, are all generally recognized. 

In all ratemaking practices involving differences in services this 
is the regular procedure. It is in no way novel. The Interstate 
Commerce Commission, for example, reguarly employs accounting 
figures as a starting point, and adjusts them for service and value 
factors, i in fixing transportation rates. 

5. What are out-of-pocket costs and does the Post Office employ 
them? Out-of-pocket costs, as they would be employed by the Post 
Office for a class of mail, would be the amount of cost that would be 
eliminated if that class of mail or service did not exist. The Post 
Office has repeatedly taken the position that out-of-pocket costs 
are not applicable to any class of mail service. 

The out-of-pocket argument is parallel to that of a hitchhiker 
whose premise is that, since the driver is going in a certain direction 
anyway, it costs nothing more for him to take an extra passenger. 
The hitchhiker is willing to pay for his own lunch. 

The Post Office does not believe that out-of-pocket costs are valid 
as a basis for fixing postal rates. The unfairness of using out-of- 
pocket costs for second- or third-class mail is demonstrated by the 
fact that doing so would result in placing their shares of the fixed 
costs and overhead of the Postal Establishment on first-class mail. 
This would necessitate a letter rate at this time of about 6 cents, 
perhaps more. 

6. Does first-class mail make a profit? No. In fiscal 1956 it showed 
a loss on the basis of bookkeeping costs, without any charge for the 
preferred services received or for other factors of privilege and value 

If all service and value elements are taken into account, first-class 
mail showed a loss of $346 million in fiscal 1956. 

Are these service factors hypothetical or can they be demon- 
strated by actual costs incurred? There service factors are not hypo- 
thetical; they are real. First-class mail receives a priority in han- 
dling over every other class of mail while in post offices and in 
transit. There are many operations of the postal service geared to 
first-class mail exclusively. The Post Office incurs many extra ex- 
penditures because of this treatment. Some examples are the night- 
shift premium paid to employees in order to expedite the movement 
of first-class mail, the extra costs of distributing mail in transit in 
railway post offices and highway post offices, the use of overtime in 
post offices, the use of second- and third-delivery trips on weekdays in 
business areas, the use of frequent railway, truck, and other vehicle 
services at higher costs to expedite the movement of the mail rather 
than accumulating full loads, and so on. 

These costs, as incurred, are charged over all of the classes of mail 
on a use basis. If the mail service were not geared to the expedited 
movement of first-class communications, however, these costs would 
not be incurred at all. It is only fair to relieve the other classes of 
mail of such costs and to charge them wholly to first-class mail for 
ratemaking purposes. That is what our procedure of reallocating 
costs is intended to accomplish. 

8. If first-class mail is increased to 4 cents, will the result be to 
subsidize losses in second- and third-class mail? No. First-class mail 
will be paying merely its fair share of costs, considering present serv- 
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ice and value elements. Second and third class will be paying less 
than their allocated costs, not as a subsidy but as a recognition of the 
deferred service they receive and the lesser value they represent. 

9. Has Congress recognized in the past this principle of charging 
for preferred service? Yes. In 1932 when the 3-cent letter rate was 
applied, the Congress implicitly recognized a charge 46 percent above 
bookkeeping costs for the service preferences. In 1947 when the 
Congress made the 3-cent letter rate permanent, it recognized a 32- 
percent charge above bookkeeping costs. 

10. How much has the average cost of a letter gone up since the 
3-cent rate was fixed in 1932? 1.49 cents, almost a cent and a half. 

11. How much has the average cost of a letter gone wp since the 3- 
cent rate was made permanent! 0.97 cent—practically 1 cent. 

12. What proportion of cost does the Post Office say that second- 
class mail should pay’ The Post Office, based upon a special study 
made by career executives in 1954, suggests that the Congress consider 
that second-class mail pay 50 percent of its costs in the near future, 
and perhaps more in the long run. This discount from full cost is to 
recognize deferred service and lesser value. The proposed increases 
in H. R. 5836 would bring second-class mail to the point that it would 
be paying 31 percent of allocated costs on the average. 

The suggested formula is intended to mean that rates shall be fixed 
so that second-class mail as a whole recovers 50 percent or more of its 
cost. It does not mean that each subclass of second-class mail or each 
individual publisher can apply this yardstick, since it is utterly impos- 
sible to provide a separate rate schedule for each subeclassification or 
each publisher. 

The use of this percentage on second-class mail is in no way a recog- 
nition of out-of-pocket costs or any other specific process of cost 
accounting. If the results secured under this formula happen to 
correspond with any other result, it is only coincidental. I say that 
particularly here because of the statement made by some witnesses 
before the committee that the Post Office had specifically approved the 
out-of-pocket cost principle. 

13. Are first-class mail revenues supporting the Post Office at this 
time? No. They are paying much less than their normal share of 
the costs of operating the Department. From 1933, following the 
increase to 3 cents on Jetter mail, first-class mail paid more than half 
of the total costs of operating the Postal Establishment for 10 years. 
In the last 8 years first-class mai] revenues have provided only one- 
third of the costs of operating the postal service. 

14. What is wrong with requiring each class of mail to pay its fully 
allocated costs? To insist that each class of mail pay its fully allo- 
cated costs would be reasonable only if the Department then handled 
all classes of mail in sequence as received, with no priority or privileges 
given to the handling of first-class mail. This would seriously delay 
letter mail and certainly would not be in accordance with the wishes 
of the public. 

15. Can the Department handle small second-class publications for 
one-eighth of a cent a piece? Definitely not. One publisher has indi- 
sated that the minimum rate ought to be 114 cents. If this were done 
the Department would realize additional revenues of about $35 million. 
H. R. 5836 provides for an increase in the minimum rate to only one- 
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fourth cent because the Post Office believes that this 100-percent 
increase is the most that can be asked from these publishers at this 
time. 

This low minimum piece rate accounts in part for the fact that the 
proposed increases on second class mail will produce considerably less 
in revenues than the need of $101.7 million shown on second-class mail. 

=. What percentage of allocated costs does third-class mail now 
pay ¢ 

In fiscal 1956 third-class mail paid 56 percent of the allocated costs. 
This compares with a high of 98 percent in 1926. 

17. What percentage “of allocated costs will third-class mail pay 
under the provisions of H. R. 5836? 

Third-class mail would pay 75 percent of allocated costs for the next 
2 years and thereafter would pay 83 percent of allocated costs, provided 
there were no cost increases of any kind in the interim. 

18. Is this postal administration the first to propose the theory 
that first-class mail gets privileged attention and should pay more 
than allocated costs? 

No. For example, in 1930 Postmaster General Brown, in support- 
ing the need for increased letter rates, spoke as follows: 
from the outset the rule has obtained that first-class mail determines not only 
the means of transportation to be used, but the frequency of dispatch by railway, 
star-route, motor vehicle, aircraft, and carrier services. It is the first-class 
mail also which determines the location of post offices and substations. Tirst- 
class mail is given preferential treatment throughout the entire postal establish- 
ment. At every stage it is handled with the maximum speed and security. It 
bears special privileges and immunities of privacy. All other mail matter must 
give way to mail of the first class. 

19. Some of the larger publications, such as Life magazine, have 
stated that the Post Office makes a profit in their handling. Do you 
agree ? 

No. The computations on which these conclusions are based are 
both fallacious and inaccurate. They are based, in part, upon figures 
4 or 5 years old, in part upon the out-of-pocket theory that they should 
make no contribution whatever to the fixed operating costs or over- 
head of the post office, in part upon arbitrary and unspported reduc- 
tions made in the post-office cost figures, and, finally, upon an error in 
applying a 50 percent reduction to some of their completed out-of- 
pocket costs, 

Mr. Chairman, I have been quite concerned about the testimony 
given here by Mr. David Brumbaugh, vice president of Time, Inc. 
Mr. Brumbaugh took more time before this committee in presenting 
his case than any other witness. We disagree with his computations 
and his conclusions, to a serious degree. 

It is our positive contention that we do not make a profit on the 
handling of Life magazine under any theory of accounting. Mr. 
Brumbaugh’ s own figures, if they are properly cast and interpreted, 
contain an admission that the loss to the Post Office, based on allocated 
cost, in handling Life amounts to between 4 and 5 million dollars 
a year. This is less than we believe it is. But for me to review his 
testimony in detail and to point out the areas of our disagreement 
with it would occupy a great amount of time for this committee and 
would, in effect, be asking you to pass on complicated matters of cost 
accounting. 
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I do not believe the committee will allow itself to be misled by his 
testimony. I certainly do not believe the committee will accept his 
conclusion that the cost. of carrying an issue of Life magazine— 
weighing an average of 1 pound—should be computed at 2.3 cents per 
copy, when it is contrasted with his statement that the most of carry- 
ing a first-class letter—weighing less than 1 ounce—should be com- 
puted at 3.1 cents. It is solely for the purpose of documenting the 
errors of that kind of reasoning and arithmetic that I ask the privi- 
lege of placing in the record a statement within the next few days 
analyzing his testimony in detail. ot 

The CuHatmrman. You may be given that privilege. 

(The statement is as follows:) 


STATEMENT OF THE Post OrriceE DEPARTMENT 


On March 28 and April 4, 1957, Mr. David W. Brumbaugh, a vice president of 
Time, Inc., testified before the House Post Office and Civil Service Committee in 
its hearings on H. R. 5836, a bill to increase postal rates. 

Although representing a company which publishes 6 magazines, he directed the 
major part of his testimony to the subject of Post Office revenues and costs in 
handling Life magazine. Mr. Brumbaugh testified at great length, supporting his 
testimony by a series of charts and graphs. The two basic conclusions expressed 
by him were these: 

(1) “The deficit (in second-class mail) comes in handling small, light items 
which pay only a fraction of a cent per piece.” 

(2) When the Post Office’s cost figures are “corrected and adjusted,” Life 
“actually makes a profit for the Post Office.” He computed this profit at 0.8 
of a cent per copy. 

Mr. Brumbaugh specifically asked the committee to allow these “findings” 
by him to affect its consideration of postal policy and postal ratemaking. Because 
of that appeal, and in view of the unequivocal way in which these conclusions 
were expressed, the Post Office feels impelled to reply to them in this manner. 

It is our contention that the facts clearly establish that Mr. Brumbaugh over- 
stated his case by a wide margin. To correct the record, these are our answers 
to his two conclusions : 

(1) Only a relatively small, even though important, part of the deficit in 
second-class mail is attributable to the small, light publications which pay a 
fraction of a cent per piece. 

(2) It costs the Post Office a substantial amount in excess of its revenues from 
Life to handle and deliver it. 

The following portions of this memorandum summarize the information sup- 
porting our position. 


OUT-OF-POCKET COSTS NOT APPLICABLE IN POSTAL RATEMAKING 


Mr. Brumbaugh built his case on the basic assumption that his publication 
should not be charged for any of the overhead costs incurred in the daily opera- 
tion of the postal service. This means, in effect, that he feels no obligation for 
Life to pay any part of the wages of postmasters and supervisory personnel; 
the costs of heating, lighting, maintaining, and renting post offices; and the 
costs of equipment and supplies necessary to the operation of the vast postal 
system, or any of the other normal fixed costs of operation. 

We believe that it is only fair and proper that publishers make a reasonable 
contribution to such necessary postal costs without which the Department would 
be unable to distribute their publications. Mr. Brumbaugh is surely aware that 
no business or industry could remain solvent if it charged only the out-of-pocket 
costs of its major products or services and yet this is the pricing policy he would 
have the Post Office follow with respect to second-class mail. 
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LOW RATES DO NOT EXPLAIN THE LOSS ON SECOND-CLASS MAIL 


There is merit in Mr. Brumbaugh’s belief that the minimum piece rate of one- 
eighth cent per copy on second-class mail is entirely too low. However, he is in- 
correct when he attributes the entire loss on second-class mail to this fact. 

In fiscal year 1956 the revenues of the Post Office on second-class mail were $66 
million and the expenses of handling this mail were $335 million (including 
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employee retirement contributions and certain expenses paid by other Govern- 
ment agencies for the Post Office and after deducting $3 million of rate conces- 
sions to certain nonprofit and other publications). This left a difference of $269 
million as the gap between revenues and expenditures. 

The present minimum of one-eighth cent per piece on small publications was 
established by Congress in 1951. In H. R. 5836, the Department proposes that this 
be doubled so that the minimum rate will be one-fourth cent per piece. Mr. Brum- 
baugh was quite correct in stating that it is not possible for the Post Office to 
handle and deliver any piece of mail at either price, and he is not unreasonable 
in suggesting that a minimum rate of 144 cents per piece would be more realistic 
(even though he did not recommend it). 

His error was in implying that the additional revenue of 1 cent per piece that 
would result if the minimum were raised to 14, cents would eliminate the deficit 
in this class of mail. Actually, computations applied to all second-class mail 
indicate that if the minimum rate were fixed at 14 cents, the added revenues to 
the postal service would be approximately $35 million. This is a far cry from 
the $269 million spread between revenues and costs in fiscal year 1956. 

The fact is that the spread between revenues und costs on second-class mail re- 
sults to a much greater extent from inadequate pound rates than it does from 
low minimum piece rates. 

Furthermove, while Mr. Brumbaugh is correct in calling attention to the in- 
adequacy of the minimum piece rate, this has little to do with the losses on 
general magazines, which usually are of such a size as to come within the pound 
rates, and nothing to do with the relationship between costs and revenues on 
Life, which is in no way affected by minimum piece rates. 


THE POST OFFICE LOSES MONEY ON LIFE MAGAZINE 


Mr. Brumbaugh, in his statement, pursued aggressively the proposition that 
the Post Office Department does not lose money in the carrying of Life maga- 
zine—to the point where he ends up with the conclusion that actually the Post 
Office makes a profit of 0.8 of a cent on each copy that it carries. This is an inter- 
esting contention because if it were true, it would mean that the Post Office is 
better off by $2 million a year by reason of having carried 4,800,000 copies of 
this publication every week (each 1 for practically the same postage that a 
1-ounce letter carries). 

Mr. Brumbaugh’s computation is based upon an average revenue of 3.1 cents 
per copy and an average cost of 2.3 cents per copy. His estimate of postage paid 
per copy is approximately correct as an average, although the Post Office’s figures 
for fiscal 1956 indicate that Life is really paying slightly less than 3 cents per 
copy. This latter figure is supported by his testimony before the committee on 
April 4, 1957. 

The significant difference is in the cost figures. Mr. Brumbaugh compared his 
estimate of proper cost per copy of Life for rate purposes with the cost figures 
of the Post Office as follows: 

Post Office Department’s cost per copy, 7.5 cents; Mr. Brumbaugh’s out-of- 
pocket cost per copy, 2.5 cents. 

Before presenting his own cost figures, Mr. Brumbaugh took great exception 
to the method of the Post Office used in computing the cost of 7.5 cents per copy 
to handle Life. He stated that the Department made “three basic errors” as 
follows: 

(1) Computing the density of Life magazine at 28 pounds per cubic foot for 
purposes of ascertaining transportation costs, whereas the actual density of 
Life magazine is 57 pounds per cubic foot. 

(2) Assuming that 41 percent of the total copies of Life magazine are carried 
on rural routes, whereas only 8 percent of the copies of Life receive rural de- 
livery service. 

(3) Failing to recognize the special way in which Life is prepared for the 
mails, which eliminates many costly services which the Post Office performs for 
most other users of second-class mail. 

He computed that these three “errors” resulted in overstating the cost by 
2.9 cents per copy, and thereupon reduced the Post Office’s estimate from 7.5 
cents to his estimate of 4.6 cents. He-then further reduced the 4.6 cent cost per 
copy by 50 percent on the theory that such an adjustment is necessary to bring 
the figures down to out-of-pocket costs. 

In order to understand the circumstances of these alleged “errors,” some 
knowledge of the methods used by the Post Office in estimating the cost of dis- 
tributing a copy of Life through the mails is necessary. 





READJUSTMENT OF POSTAL RATES 745 


The Post Office cost system is not designed to provide regular cost figures for 
any one publication, and the expense of such a system would be prohibitive. It 
is possible to make special cost studies of a single publication but this is ex- 
pensive and time consuming. 

The cost figure of 7.5 cents per copy for Life was released by the Post Office 
in answer to a congressional request in 1953. It was made clear that the figure 
was the best possible estimate available at the time and was predicated on cer- 
tain assumptions. These assumptions were that Life should be charged with 
the average unit cost, for all general magazines, using the applicable costs per 
piece, per pound, per cubic foot, and per cubic-foot-mile, as these factors are 
appropriate to measure the various handling and transportation operations. 
Through the use of these averages (a technique frequently used in analyzing 
costs, particularly in the transportation field), the Post Office approximated 
the cost of handling Life without a thorough cost study. It is an injustice to 
publishers and to the Post Office, in a sense, whenever these figures are used 
without these qualifying remarks. Nevertheless, the Post Office believed then 
and believes now that the result is not significantly incorrect as a measure of 
the full cost of carrying this publication. 

Therefore, let us examine the three “errors” which Life alleges were made 
in the Department's cost estimates. 


TRANSPORTATION COSTS 


It is undeniable, as Mr. Brumbaugh contended, that the actual weighing of 
a quantity of Life would produce a density of about 57 pounds per cubic foot. 
Nevertheless, this is not the factor to employ in calculating the cubic-foot-mile 
cost of moving Life in postal transportation, for the simple reason that a rail- 
way car loaded with a commodity of 57 pounds per cubic foot would reach the 
load limit of the car at a height of about 2 to 3 feet. This leaves approxi- 
mately 5 to 6 feet of space above that in the car which cannot be used because 
of the heavy density of Life, but for which the Department nevertheless must 
pay. The unit cost per cubic-foot-mile used by the Post Office is properly com- 
puted on the basis of all space within the full loading height of the car. Life 
should certainly be charged, then, with its share of the space which is not 
usable because of its density. If full recognition is given to this, the average 
unit cost computed by the Post Office should actually be increased, not de- 
creased, to arrive at the actual cost of transporting Life. 

In reducing the Department’s transportation cost estimates, Mr. Brumbaugh 
therefore made a “correction” reducing all transportation costs by about 50 
percent to reflect the greater density of Life. However, almost 30 percent of 
transportation costs are not affected by density in the slightest degree, and 
the reduction of 50 percent—even if one were accept the validity of his argu- 
ment—should not be applied to this portion of the costs under any sound 
method of computation. 

Mr. Brumbanugh’s tendency to understate Life’s cost is evidenced further by 
the fact that his computations of the Department’s transportation expenses 
were based on the railway mail pay levels of 1952 and thus failed to consider an 
increase of 10 percent in rail transportation costs which became effective in 
1953 (and another which is now pending before the Interstate Commerce Com- 
mission and which will be retroactive when effective). 

The technique used by Mr. Brumbaugh is one calculated to produce directly 
the incremental or out-of-pocket transportation costs for Life, since he re- 
duced all factors to the extra expense incurred by the Post Office in transport- 
ing this publication. This approach omits consideration of all fixed and over- 
head costs of the Department, presumably on the theory that Life should 
pay none of these. Mr. Brumbaugh supported the use of the out-of-pocket cost 
principle on the ground that “such rate-making bodies as the Interstate Com- 
merce Commission have for a long time used this concept,” but he did not add 
that the Commission uses it as a minimum yardstick and also apportions amoug 
classes of users the fixed costs and overhead (and profit) of the enterprise. 

Having adopted this theory and having made a direct computation on this 
basis of the cost elements involved in the transportation of Life, Mr. Braumbaugh 
then compounded the understatement by reducing the result further by 40 per- 
cent (on the ground that out-of-pocket costs run about 50 percent of full costs). 
If Mr. Brumbaugh were correct in applying the 50 percent formula for this 
purpose (and the Post Office disagrees), he should have applied it to the un- 
adjusted or fnll costs as computed by the Post Office. His results is a double 
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reduction which produces a figure equal to less than one-fourth of what the 
the full transportation cost of Life really is at the present time. 


DELIVERY COSTS 


Mr. Brumbaugh made much of an alleged assumption by the Post Office that 
41 copies of every 100 copies of Life’s circulation are delivered on rural routes. 
As a matter of fact, the Post Office made no such assumption. The Department 
is aware that a smaller part of the circulation of Life is delivered on rural 
routes than in cities. It applied average delivery cost factors, rural and city, 
to Life’s mail circulation. 

Mr. Brumbaugh’s inference, casually considered, would lead to the conclu- 
sion that this resulted in a substantial overcharge of costs against Life. That 
is not so. For one thing, those copies not delivered by rural carriers had to be 
delivered by city carriers. Mr. Brumbaugh made the point, and properly, that 
it costs less to deliver a copy in the city than in the country. But not nearly 
as much as he made it appear. 

In reducing the Department’s estimates of the cost of handling Life, Mr. 
Brumbaugh failed to recognize any of the large amount of expenses incurred by 
the Post Office for relay and interstation vehicle services (including drivers) 
involved in moving a concentrated volume of about 4 million pounds of Life 
magazine in urban areas 1 day per week. These movements normally require 
at least one shipment to “relay” points on each carrier’s route. On the average, 
each issue of Life produces an extra load of 40 to 45 pounds for every city 
carrier in the United States. 

Neither did Mr. Brumbaugh’s computation take into account the normal 
expense of vehicle operation on 7,400 mounted delivery routes in the city de- 
livery service nor carfare expenses for city carriers, all of which are incurred 
at least proportionately on his publication. 


HANDLING COSTS 


The Department concedes that Life does an excellent job in planning and 
preparing its mailings before delivering them to the post office. The advance 
preparation for mailing performed by publishers does help to keep postal costs 
incurred in handling second-class mail down, otherwise the deficit in this class 
would be even greater than it is at present. Equally important, however, is 
that it helps to expedite delivery for the publisher—a most necessary circum- 
stance for a “time value” publication like Life. 

Mr. Brumbaugh reduces the average cost figures by about 40 percent, or 1 
cent per copy, to recognize this premailing work by Life. That is excessive. It 
does not recognize the extra costs imposed on the post office by the massive 
loads of Life magazine on the day of issuance. The very size, weight, and 
quantity of Life creates problems and costs in handling and space needs far 
out of proportion to those of the average second-class publication. 

One of the premises of Mr. Brumbaugh’s testimony is that postal cost compu- 
tations emphasize too heavily the factor of weight, and that more of the costs 
should be apportioned on the basis of pieces, regardless of size. This of course 
would tend to charge proportionately less to heavy publications and more to 
light ones. While it is true that the minimum piece rate is too low, the post 
office does not otherwise agree with his proposed cost shift because it believes 
that he exaggerates the point. 

He criticizes, for example, the fact that, under post office cost allocations Life 
is charged with 4.7 percent of total expenditures for second-class mail, although 
constituting only 2.6 percent of total pieces handled. He does not say that Life 
represents about 8 percent of the total weight of second-class mail—a factor 
of great significance in transportation, handling, and in city delivery costs 
(where the carrier is limited to a 35-pound load on each trip). He does not 
note the fact that Life weighs 1 pound per copy whereas the average of all other 
second-class mail is less than 6 ounces per piece, and that many of the mailing 
preparations performed by Life are required of all publications entitled to the 
low second-class rates. 

Under his computation, Life should pay, to break even, only 1.5 percent of the 
total allocated cost of second-class mail, while representing 2.6 percent of the 
number of pieces handled and 8 percent of the weight. 

Thus, simple logic does not bear out his contentions or his computations. The 
validity of any set of cost figures, particularly when different cost methods are 
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used, is readily tested by applying commonsense to the end result. When Mr. 
Brumbaugh says that the average handling cost of all second-class mail (averag- 
ing 6 ounces) is 3.552 cents per piece and the cost of handling a heavy copy of 
Life (1 pound) is only 3.184 cents, almost anyone would question the conclusion. 
And when he says that 1-pound Life would pay its way at 2.3 cents a copy, while 
at the same time he shows a cost of 3.1 cents for a 1-ounce letter, it is likely 
that most people would agree that he had overstated his case. 


THE USE OF AVERAGES CONFIRMED BY FIELD STUDIES 


The post office has conceded that the use of average unit factors in computing 
the costs of any one publication may not necessarily produce the most accurate 
result. It is obvious, on the other hand, that a technique of substituting specific 
factors for the averages, wherever that substitution produces a lower result, 
and ignoring offsetting circumstances which would produce a higher cost is 
likely to be much more erroneous. The same factor of “density” which Mr. 
Brumbaugh says should cause Life’s transportation cost to be proportionately 
less than the average publication may well cause Life to be proportionately more 
difficult than the average publication for a city carrier to deliver or for a clerk 
to sort. 

There is, in short, no reason to assume that the plus and minus elements 
are not actually in balance or that the use of average cost factors produces 
an inequitable result for Life. There is no reason to believe that it costs much 
less than 7.5 cents per copy for the Post Office to handle Life. Any lingering 
doubt or minor variation can be dispelled by the knowledge that this is a 1952 
amount and that the costs of the Post Office have been increased since then by 
wage and fringe benefit increases amounting to more than 10 percent, and rail- 
road transportation increases of 10 percent. Mr. Brumbaugh does not mention 
these at all. 

(This significance of these cost changes is illustrated by reference to one of 
his charts showing that general-interest magazines carry an out-of-pocket cost 
of 3 cents and at the postage rates proposed in H. R. 11380 would be paying 
a “profit” of $10 million a year to the Post Office. If his cost figure is 
increased by only 10 percent for increases since 1952 (to 3.3 cents per copy) 
and the average revenue of 2 cents is adjusted for the 60 percent increase pro- 
vided in H. R. 5886 (to 3.2 cents per copy), there is still a loss in carrying 
general magazines, even on the highly favorable basis that Mr. Brumbaugh has 
proposed. ) 

Fortunately, the Post Office did undertake a few years ago to make some 
specific cost studies of publications to test the validity of using average cost 
factors. These tests show conclusively that physical characteristics of a par- 
ticular publication and other variable factors do not tend to destroy, beyond 
a relatively minor degree, the validity of the averages. 

Life was not included among the publications on which these field tests were 
made. But Time, a sister publication to Life, was included. So was the Satur- 
day Evening Post, a heavier publication than Time, with wide circulation. 

In the case of Time, the detailed cost study produced cost figures only 11 per- 
cent less than the results by using unit averages. This difference may well be, 
in part, a fair reflection of the value of the careful preparation of this publication 
before mailing. On the other hand, the Saturday Evening Post cost study pro- 
duced results only one-half percent different from the figures determined by 
using average unit cost factors. With the support of these and other experiences, 
it seems a fair conclusion that the Post Office now loses money on every single 
magazine which moves through the mails, regardless of its weight, the amount 
of advertising it carries, or the distance it travels. 

There is one more point of arithmetic which should be mentioned. Mr. Brum- 
baugh concedes on 1 of his charts that, even after his extreme and unsupported 
deductions, the Post Office fails by 1.7 cents to recover its full costs on each 
copy of Life moving through the mails. 

There are approximately 4,800,000 copies of Life which go through the mails 
each week. Even on this basis of 1.7 cents, as opposed to the Department’s esti- 
mate of a 4.7-cent difference, Life fails by approximately $4,200,000 to cover its 
1952 cost levels. And that is less than we believe the difference to be. It is 
up to Congress to decide how much of that difference Life should pay. 


(For further statement by Mr. David W. Brumbaugh, vice presi- 
dent, Time, Inc., see p. 863.) 
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The Cuarrman. Both Postmaster General Summerfield and Deputy 
Postmaster General Stans are open for questions by the committee. 
Mr. Lesinski. 

Mr. Lestnsxr. Thank you, Mr. Chairman. 

First of all I want to commend you, irrespective of our differences 
of opinion, for the forthright statements you have both just made. 
[t is not very practical to some extent for a person to be truthful and 
answer and reveal his exact thinking before the public. 

On the other hand, there are certain things that have been done that 
are not exactly done in a clear purpose of thought. 

The Department i in the last number of years has done many things 
that reflect in its expenses. 

For instance, these things might seem minor, but they pile up to a 
great extent. First of all, Mr. Stans, is it not true that capital im- 
provements or expenses of the employees are primarily put on first- 
class mail, meaning additional employees? It is proportioned, but 
it is primarily on first-class mail ? 

Mr. Srans. They are prorated as part of the general overhead of 
the Department and because first-class mail is the heaviest quantity 
of mail it bears its proportionate share and that happens to be more 
than any other class of mail. 

Mr. Lestnsk1. Then the additional 4,600 employees that a ave been 
hired in the regional offices at roughly about $7,000 a year, which 
amounts to about $32 million annually in additional eablning would 
mean that the proportion or to first-class mail would be, let us say half, 
or $16 million additional you have put on first-class mail. 

Mr. Srans. I hope the gentleman will allow me to correct the im- 
pression that there have been any people added because of regionaliza- 
tion. Actually our program of regionalization has reduced 1 the num- 
ber of people engaged in management and accounting in the postal 
system. 

Mr. Lestnskr. The figures are not substantiated for other sources, 
although the Department discharged 1,200 men in 1953, that is, the 
people “handling the mail. I have found by personal experience that 
the mail as a whole has slowed down in delivery and that is because of 
the fact of the large number of chiefs and the less number of foot 
soldiers in the Department, meaning that the people who actually 
handle the mail in proportion are less, but there are more chiefs in the 
Department. 

Mr. Stans. There are more chiefs in the sense that new functions 
have been added to the Department’s management that did not exist 
before, such as engineering and personnel management. 

Mr. Lestnsxt. In that line, how many times have you requested cost 
accounting or having engineers and people from outside come in to 
assist you, which has been an additional! burden to the Department ? 

Mr. Srans. A number of times, particularly at the beginning in 
1953. 

Mr. Lestnsxi. And since then ? 

Mr. Stans. And since then and at the present. 

Mr. Lesinsxi. You have a piece of equipment in Detroit at the 
Roosevelt Annex called the flow of mail which has cost many thousands 

of dollars, but has not cut the number of man-hours at all. The piece 
of equipment which you put in, which evidently somebody on the out- 
side has suggested to you, has not cut the man-hours. 
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Mr. Stans. That equipment cost about $300,000, I am informed, and 
we expect that it will reduce the man-hours of work in the Post Office. 

Mr. Lestnsxt. In the last 6 months of operation it has not reduced 
man-hours. 

Mr. Srans. It has not been in 6 months. It was installed early in 
December and, because of the heavy Christmas volume of mail, it was 
not given an , to begin shaking down really until the first 
of this year. e are satisfied that there will be sav ings that will well 
justify the sckddenn that we made there. 

Mr. Lestnskr. From December would be 5 months, which would be 
approximately 6 months. Let us say 414 to 5 months, then, of op- 
eration. 

Mr. Stans. That is correct. 

Mr. Lestnskt. If it proves to be of value, should you consider put- 
ting the same installment in other post offices in the future? 

Mr. Srans. If it proves to be of value in speeding the movement of 
mail and in reducing our costs, we ought to put it in a great many of 
our large post offices. Unfortunately, that depends upon money ap- 
propriated by the Congress, and the gentleman knows that we have 
had some difficulty along that line lately. 

Mr. Lestnsk1. Is it not true that a lot of your capital improvements 
come out of expenses of the Post Office Department, but new build- 
ings are appropriated directly from Congress ? 

Mr. Srans. All our capital expenditures for equipment come from 
our own postal expenditures. There have been no new buildings built 
for almost 20 years by the Government. The only new buildings that 
have been built in that time have been by private capital, under lease 
to us. 

Mr. Lesinskt. Congress is the one who appropriates funds directly 
to the GSA for the building of post offices. 

Mr. Srans. If it gets around to doing that, that is the procedure 
to be followed. 

Mr. Lesinski. Some expenses have occurred in the meantime. For 
instance, many things are patr iotic. Sometimes patr iotism can be put 
one way oranother. To protect our own Government is patriotic, but 
there are other things done ofttimes that might seem patriotic, and, on 
the other hand, not turn out to be so. 

For instance, your painting of your trucks and your mailboxes cost 
you roughly about $400,000 for mailboxes in the « ‘country. Iam using 
a figure which I myself assume. I have no idea how many there are. 
There are thirty-eight thousand-some-odd post offices and some of them 
have only one. Others might have 400 or 500 boxes, and the red, 
white, and blue costs you about a dollar more to paint than the old 
paint because of the time involved. Your trucks, some twenty-odd 
thousand, due to the type of paint, cost you $150,000 more for the 
paint alone. 

Then the time involved could be $3, $4, or $5 additional per truck. 
Five times $20,000 is roughly $100,000. All ie various thing have 
been done. 

Take, for instance, your handling of the airmail. The railroads by 
law are required to have cars available for the h: undling- of the mail 
upon the demand of the Post Office Department. Then, when you 
attempt to mail by air first-class mail and you find that you are not 
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able to send mail by air, you demand immediately a car from the rail- 
roads, which has brought the expense of the Department up, because 
the railroads need additional revenue because of the additional expense 
to them. 

Does that all have a bearing on the increase in cost of the Post Office 
Department ? 

Mr. Srans. The items that you have mentioned, sir, are relatively 
insignificant, and each has its own justification. If you like, I will 
comment on some of them. The painting of the mailboxes in the cities 
costs much less than the dollar figure that you have mentioned. I do 
not have the precise amounts before me. 

Mr. Lestnski. In Detroit it costs $5.65 apiece to paint. 

Mr. Stans. As compared with the previous cost, they are about 50 
cents higher on the average across the country than painting them 
green. There are advantages in the ability of the patron to locate the 
boxes easier, and so on, which go beyond the issue of patriotism. 

In the case of the painting of the trucks, there were also other factors 
that justified the cost. One factor was the improved visibility which 
tended to reduce substantially our accident rate. Also, the white 
paint on the top tended to reflect heat and made them more comfort- 
able for the drivers. 

There were other factors which do not come to mind at the moment, 
but the small additional costs were more than offset by the advantage 
we secured in each case. In the case of new trucks, they are delivered 
to us in the red, white, and blue color and do not have to be repainted. 

The handling of first-class mail by air so far in the experiments 
that we have conducted has not actually cost us any more money than 
the handling of that same mail by rail. That is the finding not only 
of the Department, but of the Comptroller General of the United 
States in a report that he issued last year. 

Mr. Corserr. Will the gentleman yield right there / 

Mr. Lestnsxk1i. Yes. 

Mr. Corserr. How is that possible ? 

Mr. Srans. It is possible in a number of ways: 

1. Distribution in transit in railway cars is a rather expensive 
operation; it not only involves circumstances which are less efficient 
for the distribution clerk, but it involves a travel allowance or a per 
diem allowance for the clerk doing the work. 

If mail is shipped by air on a space-available basis, as is being done 
in the experimental airlift of 3-cent letters, distribution is done on the 
ground before it is shipped. 

Mr, Corsert, That is the point I wanted to make. The space avail- 
able saves you a lot of money, does it not ? 

Mr. Stans. We get a very low rate from the airlines for mail 
carried on a space-available basis, at least low in relation to what we 
pay for regular airmail. 

Mr. Corsett. I thought that sort of tied in with your analogy about. 
the hitchhiker. We can apply it that way, too. 

Mr. Srans. I do not agree that we are hitchhikers on the airlines. 

_ Mr. Lestnsxt. How much is that airmail rate; 19 cents? How much 
is that now ? 

Mr. Stans. Around 19 cents a ton-mile on a space-available basis. 
Mr. Lesinsx1. Airmail ? 
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Mr. Srans. Yes, for the 3-cent letters. 
Mr. Lestnsx1. Getting back to that, the railroads in the past have 
always maintained a schedule for the Post Office Department, and 
now that you handle first-class mail by air they do not know what the 
schedule is in advance and have to put on cars occasionally when they 
are not scheduled to go through, which, of course, increases their costs 
and that, of course, increases the cost to the railroads. 

Mr. Srans. First of all, the volume of mail going by air is a very 
small percentage of the total volume of mail. All the heavier classes 
of mail—second class, third class, and fourth class—still go by railroad 
and probably will alw: ays go by railroad. It is only the first-class 
letters, which are a very small part of the bulk and weight, that go 
by air, so that the scheduling problems are not materially changed 
insofar as the railroads are concerned. There have been very, very 
few instances in which the mail was brought back from the airports 
and put on trains. 

Mr. Lestnsxi. You state in your own statement that transporta- 
tion facilities are geared to first-class mail. 

Mr. Srans. That is correct. 

Mr. Lesinsxi. And that second and third just simply go along. 
Does that not dispute your own statement just now? 

Mr. Srans. No. I was speaking generally; very many elements 
of the postal service are geared to the movement and expedition ot 
first-class mail. The fact that some first-class mail, a relatively small 
part of it, goes by air does not change that general statement in any 
way. It just happens that in the case of mail that goes by air there 
is no second- or third-class mail that goes along with it. 

Mr. Lestnsxi. That is correct, but going back to the railroads, the 
fact that if you do not have a scheduled setup and the railroads to 
bring a car in ina hurry, costs an awful lot of money. 

Mr. Stans. As I say, Mr. Lesinski, the number of times that has 
happened is so few that I believe you could count them on the fingers 
of your hands. The mail gets off from the airports in time to beat 
the trains to destination even though there is delay on account of 
weather or other factors. 

Mr. Lestnsxt. Thank you, Mr. Chairman, and thank you, Mr. 
Summerfield and Mr. Stans. 

The Cuarrman. Mr. Rees. 

Mr. Rees. I have no questions. I just want to commend the Post- 
master General and the Deputy Postmaster General for the forthright 
statements they made this morning and for further explaining this 
situation. Thank you for coming. 

The CHarrman. Mr. Beckworth. 

Mr. Beckworrn. No questions. 

The Cuatrman. Mr. Corbett. 

Mr. Corserr. Mr. Chairman, I have quite a few questions I would 
like to ask and some points I would like to develop, and I am very 
concerned that we are going to get a quorum call here. 

The CuairMan. Let us go along until we have the first bells. 

Mr. Corserr. I would like, if you please, to skip my questions today 
if I may proceed in order tomorrow. 

The Cuarrman. Mrs. Harden. 

Mrs. Harpen. Mr. Chairman, I should like to commend Postmaster 
General Summerfield and Deputy Postmaster General Stans and 
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their staff for the most interesting, informative, and forthright state- 
ments which you have not only made this morning, but in previous 
testimony. I wish to congratulate you upon the very businesslike and 
efficient manner in which you and your staff have conducted the Post 
Office Department for the last several years. 

Mr. SumMerFrevp. Thank you very much. 

The CuatrMan. Mr. Porter. 

Mr. Porrer. Mr. Chairman, I am going to abide by the chairman’s 
ruling that we not get into the matter of the $47 million so as not to 
burden this record, but I do want to ask a question which I believe 
relates to this hearing, Mr. Summerfield. 

In the Washington Daily News for Saturday, April 13, in a column 
written by Andrew T ully the following two paragraphs appeared : 

Postmaster General Summerfield’s pals are surprised he got so tough in his 
battle with Congress for more money for his Department. They feel it isn’t 
like him to issue ultimatums and can only conclude that he just got fed up with 
operating a business that is always in the red. 

“T think Arthur must have decided the time had come to dramatize the plight 
of the Post Office Department,” said a White House aide who has hobnobhbed 
with Mr. Summerfield for years. ‘‘He’s been trying to get thase postal increases 
for years and I guess he must feel time is running out.” 

Would you comment on that, Mr. Summerfield ¢ 

Mr. ScummerrFietp. I would rather not. I have nothing to do with 
Mr. Tully’s statement. He did not interview me and whoever the 
White House spokesman was, he also did not interview me, so I think 
that is just a free expression. 

I would like, Congressman Porter, even though you have been here 
but a short time, it must be certainly quite apparent to you that in the 
public interest, if it is to be served, some postage rate increases are 
certainly not only in order, but are long overdue. We are trying in the 
Post Office Department, with the help of this committee and the Con- 
gress, to generally improve the postal service for the 170 million 
Americans in this country, being conscious always of the necessity of 
improving our efficiency, decreasing our costs, and eliminating our 
deficits to the nearest possible point. 

Those are our objectives and I am sure that you must agree that 
they are perfectly reasonable and practical. 

Mr. Porrer. Make no mistake, I agree that rate increases should be 
instituted. We may disagree on which ones. Iam sure we do. 

The question I am asking you though, which is raised by this, is 
whether or not your recent hassle with the Congress was a part of your 
program to gain these rate increases. 

Mr. SuMMERFIELD. No. 

Mr. Porter. Thank you. 

One of the things that has troubled me considerably here is—-and 
Mr. Johansen on the other side brought this up the other day—when 
the accountants disagree, we poor laymen are in trouble and we have 
had a good many people testifying here about systems other than 
the bed ascertainment and they succeed at least in confusing us a 
great deal. Your Department wants to have a rate increase. Your 
accountants come in and make out a good case showing the basis in 
cost ascertainment plus these int: angible f factors we argue about from 
time to time. Others come in from various magazines and other 
special interest groups with their ideas about accounting, and they 
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criticize your method and they leave people like Mr. Johansen and 
myself somewhat at sea. 

Mr. Stans mentioned that many accountants have approved, but 
has the Bureau of the Budget, for example, ever examined your 
accounting proc ‘edures and approved them, or any independent group? 

Mr. Srans. They are constantly inquiring into various phases, but 
they have never given blanket approval in any sense. They have 
never been asked to. 

Mr. Porrer. Have they made a report in recent years about your 
operations ? / 

Mr. Stans. About the operations of our cost system / 

Mr. Porter. Of your cost system and of your general accounting 
system. 

" Mr. Stans. Not to my knowledge. 

Mr. Porter. Have they made any studies recently 7 

Mr. Srans. The Bureau of the Budget? 

Mr. Porter. Yes. 

Mr. Srans. No, they have at our request studied the statistical 
methods employed in cost ascertainment, but that is in a very pre- 
liminary stage and we have not yet determined how we are going to 
proceed to see whether the use of scientific sampling will in any 
way simplify the work we now do. 

Mr. Porrer. Is it your testimony then that the Bureau of the 
Budget has, so far as they passed on your procedures, been in full 
approval with your techniques / 

Mr. Srans. I think that the Bureau of the Budget has devoted 
very little attention to our cost-scertainment system and we have not 
asked them for approval and we have received none at any time that 
I can recall. If it happened it was probably before my time with 
the Department. 

Mr. Porter. Has GAO ever made any studies of your operations 
in cost ascertainment ? 

Mr. Stans. Yes; they have. They made some studies a couple of 
vears ago. 

Mr. Porrer. And what were the results of those studies? 

Mr. Stans. The only results of the GAO study appeared in a book 
which we published in 1954 called Financial Policy for the Post 
Office Department. It was a relatively brief letter and did not deal 
specifically with the cost-ascertainment system in its details, but with 
the question of whether out-of-pocket costs were pr oper costs to use 
for rate determination. The letter will speak for itself, but it is my 
recollection that the Comptroller General said that out-of-pocket costs 
were not generally applicable to the postal service. 

Mr. Porrer. Has the ¢ omptroller General ever examined your cost- 
accounting or cost-ascertainment tec hniques ? 

Mr. Stans. Only to the extent that he examined them at that time. 
If there have been other examinations, again I am not aware of them 
because I am only familiar with the last few years. 

Mr. Porrer. Would you be willing that the GAO make such : 
study ? 

Mr. Stans. We would invite it, sir. 

Mr. Port ER. Should this committee so decide how long would such 
a study take? 
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Mr. Stans. I think it might take quite a number of months to do it 
thoroughly and carefully. The last independent investigation of the 
cost-ascertainment system that resulted in the expression of an opinion 
was in 1953 by Price Waterhouse & Co., at the request of the Senate 
Post Office Committee. Their study took quite some months and 
resulted in their conclusion that the cost-ascertainment system was 
satisfactory. They had one minor reservation as to whether the 
supervision of the system in the field was adequate at some points, but 
they endorsed the system and its mechanics without qualification. 

Mr. Summerrtetp. Mr. Chairman, may I just make a little note here? 

The CHarrman. Yes. 

Mr. SumMeERrrFIevD. For your information, Mr. Chairman and mem- 
bers of the committee, and Congressman Porter, there are in the Post 
Office Department constantly representatives from the General Ac- 
counting Office who work with us daily. They are invited and have 
been now for some considerable length of time to sit in on nearly all 
of our important discussions dealing with accounting changes and im- 
provements throughout the country. As I recall, an office has been 
assigned to them and they are there constantly. That same privilege 
has been afforded the Department of the Budget. They also have 
persons assigned to the Post Office Department who spend a good deal, 
if not all, of their time in the Department. 

This is sort of an innovation of the last few years. Any number 
of times the General Accounting Office has complime ented us, as has 
the Department of the Budget, for our cooperation with them, which 
I think would be of interest to you. 

Mr. Porrer. My question related to whether they had actually ever 
studied in detail your system of cost ascertainment and put its mark 
of approval on it one way or the other. 

Mr. Summerrievp. Mr. Stans has already answered that question, 
but I did want you to know that representatives of these agencies are 
in constant contact with the Department. They have an intimate 
knowledge of what is happening in the Post Office every day. 

Mr. Rexs. Will the gentleman yield for an observation ? 

Mr. Porter. Yes. 

Mr. Rees. If I am incorrect you may correct me, but in the 80th 
Congress, when I was chairman of this committee, I think I made the 
request that the Comptroller General be not only permitted, but that 
he examine the Post Office Department from time to time, and I believe 
it was with the agreement of the Postmaster General that that was 
done. I do not know whether or not it was done before that time, but 
we did make that request in this committee, and it was done, and the 
Department did cooperate as far as it could in respect to that matter. 

Mr. SumMerrietp. You are right, Mr. Rees, and it is being carried 
on faithfully and constantly up to this time. 

Mr. Porrer. I would like to comment on that in view of Mr. Brun- 
dage’s recent statement, about where he thought postal revenues went. 
I do not think he really knew the Post Office deficit really existed. 

Mr. Srans. I would like to add to what has been said regarding the 
familiarity which these two agencies have with the Department. 
There has been an average of 20 of their people in the Post Office 
Department in the last 4 years studying every phase of our operation. 
The Bureau of the Budget has been in close touch with us through 
one or more people. There has never been an expression of disap- 
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proval of any phase of the cost-ascertainment system by these agencies. 

Mr. Porter. However, it is true that they have never studied it in 
the months it would take so that they would be able to disapprove or 
approve the techniques you use. 

Mr. Srans. They have never studied it comprehensively at one time 
for the specific purpose of expressing an opinion. 

Mr. Porter. And you would welcome such a study ? 

Mr. Srans. We certainly would be quite happy to have it done; yes. 

Mr. Porter. And it might even be a reassurance to members like 
myself who are confused by the different testimony we get from the 
interested parties, 

Mr. Srans. If you are not satisfied with the other assurances that 
are already in the record, sir. 

Mr. Porter. We are in the position of judges here. You come in 
and want your rate increase on certain lines based on your conclusions 
from your system. Other people come in with their accountants and 
their reports. We are in the position of a court that has to look to the 
interest of the parties as the bases for our decision. 

Mr. Creperserc. Will the gentleman yield? 

Mr. Porter. Yes. 

Mr. Creperserc. How long has the cost-ascertainment system been 
in effect in the Post Office Department ? 

Mr. Srans. It was initially tested in 1923 and installed in 1926. 

Mr. Creperserc. In other words, we have had rate increases since 
that time. Do you know, after searching the record, whether there 
has been such a great concern over the cost ascertainment in previous 
rate hearings as there is in these ? 

Mr. Srans. I believe the issue became an important one on the part 
of opposing witnesses beginning about 1950 or 1951. 

The Cuarrman. As I recall, in 1944 and 1945 an appropriation of 
$100,000 was made to make a study of the cost-ascertainment system. 
Mr. C. A. Heiss, who had been comptroller of the American Telephone 
& Telegraph Co., was put in charge of that investigation and study. 
He and his staff made a most comprehensive study for 2 years and the 
reports of Mr. Heiss are available here. I will ask the staff to find 
those reports. 

Mr. Heiss thoroughly approved the cost-ascertainment system. 

Mr. Porter. We had testimony, Mr. Chairman, by at least one wit- 
ness that certain methods in cost ascertainment had been changed 
this last year. There have been changes made and indeed the bill 
so provides that from time to time this system may be changed by the 
Post Office Department and it will be the basis for changing rates. 
That provision in the bill leads me to believe that we would be giving 
the Post Office the power to change the base for rates at their will 
without respect to what the wishes of the Congress might be. 

Mr. Srans. I would like to reassure you, Mr. Porter, there have been 
no important changes in the methods or techniques employed in the 
cost-ascertainment system in the last several years except in the meth- 
od of presentation of the final results. In that case we have introduced 
the computation of the reallocation of costs for service factors and 
this fact is obvious on its face. 

Mr. Porter. Going on to another matter, your total, Mr. Summer- 
field, of more than 500,000 persons working for the Post Office De- 
partment, about how many of these are temporary employees? 
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Mr. Barnes. About one-third of them, approximately. 

Mr. Porrer. We have heard a great deal in these hearings and in 
other places about 78 percent of your costs having to do with personnel 
and are not controllable. Ifa third of your employ ees are temporary, 
is that not highly controllable as an item of expense ? 

Mr. SumMerrFietp. No, it is not. The amount of hours the tem- 
poraries work is controlled by mail volume and, in turn, it is the pub- 
lic who controls mail volume that we have to handle and indirectly, 
[ might say, control the amount of appropriations we have to ask for. 

In order to clarify it for you, temporaries are part-time employees. 

Mr. Porrer. They have no tenure status, though ? 

Mr. SumMerrre.p. That is right. 

Mr. Porter. So they are subject to being cut back. 

Mr. Summerrievp. That is right. 

Mr. SaAntancevo. Will you yield for a question ? 

Mr. Porrer. Yes. 

Mr. Sanraneewo. Is the rate paid to the temporary employees 
higher or lower than that paid to permanent employees? 

Mr. SuMMERFIELD. It is the same. 

Mr. Santance.o. Are there any temporary employees who get a 
higher rate than the permanent employees / 

Mr. Summerrtievp. There are not. 

Mr. Lesinskt. The overall hours are longer than the regular em- 
ployees, that is, they have a larger weekly paycheck than the regular 
employees, but a lot of difficulty in the Department, in fact, is that 
the temporaries are not people who are always familiar with the 
routine of the Post Office Department and therefore oftentimes it 
costs the Department more with temporaries than regular employees. 

Mr. Santance.o. The reason I asked that question is I have heard 
that some of the men who seek employment in the post office would 

rather be on a temporary basis of employment because the rates and 
the money they make are greater than if they were working as per- 
manent employees, so I am trying to delve into that to find out if 
there is any accuracy or correctness to the statements I have heard 
from some of the fellows who work there. 

Mr. Summerrievp. Mr. Barnes can answer your question in detail 
for you. 

Mr. Barnes. You say temporary. When I answered a while ago 
I had in mind all substitutes, including temporaries, whose activities 
are, in a way, controllable. These substitutes do work more than 40 
hours a week in many, many cases. They do that because of the fact 
that they are not restricted to an 8-hour workday. 

In other words, a substitute employee may work 8, 10, 11, or more 
hours within 12 or 14 hours a day, if necessary, whereas a regular 
employee must be given 8-hours work within 10 under the law. Most 
of these substitutes do want the extra money. They are qualified to 
do the work and they are used more than 40 hours a week or more than 
8 hours a day. 

Mr. Santancero. Dothey get any extra time and a half? 

Mr. B: aRNES. No; there is no time and a half for any substitutes. 

Mr. Sanrancexo. I do not follow. How can they say they get more 
money than the regular employees ? 

Mr. Barnes. They work far more hours. They will work as high 
as 50 or 60 hours a week, whereas a regular employee can only work 
40 hours a week and both receive the same rate per hour. 
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Mr. Santaneevo. In any event they do not get a higher hourly rate 
but shegrn may make more money by working longer hours? 

Mr. Barnes. Yes. 

Mr. Crerex.a. Is it true that a lot of substitute and temporary em- 
ployees refuse to be put on a certified list and be classified because of 
the cutback they might possibly get in hours? 

Mr. Barnes. Some of these substitutes have requested, when it 
became time for them to be made regulars, that we not make them 
regulars. 

For ex xample, they may have heavy financial obligations. Maybe 
they bought an automobile and have payments falling due for the next 
8, 9. or 10 months, or maybe they bought a house and have heavy 
financial commitments for the next year, so that any cut to only 40 
hours a week would hurt them. They have asked us on a few oc- 

casions—percentagewise it is very few—not to make them regulars, 
onik 3 in a very, very few cases we have granted them that permission. 

Mr. Creretta. That result too is that when they refuse to be 
certified and classified as permanent employees, their temporary status 
continues and when they refuse that employment they go to the foot 
of the list, still as temporaries, which assures them longer hours with 
more pay; is that not so? 

Mr. Barnes. If they remain as substitutes it means that they are 
in a position to get more than 40 hours a week. The Department will 
only permit substitutes to refuse permanent status in cases where it 
would work an extreme hardship on the employee. 

Mr. Cretretia. And the possibility of being put at the foot of the 
list if they refuse. 

Mr. Barnes. They are not now put at the foot of the list. They are 
still substitutes. 

Mr. Creretia. That is what I am talking about. 

Mr. Lestnskt. At that point, the regulars get overtime over 40 hours. 

Mr. Barnes. That is right. They get overtime for work in excess of 
8 hours a day. 

Mr. Lestnsxr. Which is time and a half for overtime. 

Mr. Barnes. Over 8 hours a day is time and a half. 

Mr. Lestnsk1. Then we have the experience of Postmaster General 
Donaldson in 1952 in Denver that it cost less to handle the Christmas 
rush with the regular employees, and the present Postmaster General 
followed in 1953 and he finds it is cheaper to handle the mail with 
regular employees than with temps, even with overtime. 

Mr. Barnes. Sir, 1953 is the year, instead of 1952. 

Mr. Lesrnsxt. In 1952 Mr. Donaldson tried it in Denver, Colo. 

Mr. Barnes. Perhaps in Denver, but we tried it nationwide in 1953 
at Christmas. The plan worked well that vear for the simple reason 
that qualified employees were available. Our instructions stated that 
if a regular employee could do twice as much work, or approximately 
twice as much, as an inexperienced employee from the street, the De- 
partment preferred to use the regular employee because he was more 
efficient and this meant more accurate mail distribution, and so on. It 
worked very well in 1953. However, there is a point which you cannot 
go beyond in attempting to use only experienced employees in handling 
the staggering Christmas mail volume. 
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Mr. Lestnsx1. That is why I revert to my statement that I made 
previously here that it is cheaper to handle a regular employee on longer 
hours than the so-called temps. 

Mr. Barnes. That is, these so-called temps that have had no expéri- 
ence. At Christmas time you realize we hire some help by picking them 
off the street, so to speak. They have no experience. But some of 
our temporaries have been on duty for years and are fully qualified. 

Mr. Lestnsx1. I realize that. 

Mr. Porrer. Having in mind the great. number of temporary em- 
ployees and this article coming out in the Reader’s Digest, is it pos- 
sible, Mr. Summerfield, to effect great savings by mechanization in the 
postal department ? 

Mr. Summerrieip. Yes; they would be very substantial in the long 
run. . 

Mr. Porrer. Have you had studies made about this ? 

Mr. Summerrtetp. Yes: we have, in fact, we have several engineer- 
ing contracts in existence today. We have repeatedly asked the Con- 
gress for larger sums of money for research and design of the par- 
ticular type of equipment that the Post Office Department. needs. 
This is where big savings are going to be realized in the future—the 
mechanization of postal operations. 

Mr. Porter. How far ahead is that future ? 

Mr. Summerrtexp. It depends entirely upon the will of the Con- 
gress and the money they make available to us for that purpose. 

Mr. Porrer. You have requests before the Congress now for more 
money ¢ 

Mr. SumMerrFIeELp. Yes, sir. 

Mr. CxperserG. Will you yield? 

Mr. Porter. Yes. 

Mr. Creperserc. When we talk about savings because of mechaniza- 
tion, we are talking about savings over a future volume of mail and 
not under the present situation, because as our economy expands the 
volume is going to expand, so we can’t expect to reduce our present 
post office budget, even in view of mechanization, to any degree over 
a period of years; is that correct? 

Mr. Summerrievp. Absolutely correct. 

Mr. Ceperserc. Therefore, the budget is still going up, in spite 
of mechanization, if our population and volume of mail continues 
to grow. 

Mr. Summerrievp. Of course, when you talk about mechanization 
in the Post Office Department, you are talking about something that 
would probably cost a minimum of a billion dollars in expenditures. 
This amount would be needed to properly equip the post office because 
for many years even the simplest kind of mechanization that is avail- 
able in industry has not been available in the Post Office Department. 

Mr. Lesrnsxi. Will Mr. Porter yield? 

Mr. Porter. Yes. 

Mr. Lestnsx1. Mr. Summerfield, the auto industry, to mechanize, 
had to standardize. Has any attempt been made in the Post Office 
Department to standardize ? 

Mr. Summerrietp. Not yet. We are not far enough along to do 
that. That experimental installation in Detroit is one we are watch- 
ing with great care. 
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Mr. Lestnsxi. I have reference to mail types, sizes, and so forth. 

Mr. Summerrievp. Considerable study is presently being given to 
that particular subject. 

Mr. Lestnsx1. Thank you, Mr. Porter. 

Mr. Porter. Mr. Summerfield, on page 3 of your testimony you 
quote the chairman of this committee as pointing out that the budget 
for $71.8 million included this postal rate increase anticipatorily, in 
the amount of $654 million in 1956. 

Mr. Summerrrevp. That included a credit. 

Mr. Porrer. A credit for that? 

Mr. SumMmerrteLp. For $654 million; yes, sir. 

Mr. Porter. Has this been the standard practice of your depart- 
ment, to just conclude that Congress would pass a rate increase in 
that amount? 

The CuarrmMan. That was in the budget. 

Mr. Summerrretp. The Bureau of the Budget is responsible for 
that being in there. 

Mr. Porter. And that as far as you know is their practice? 

Mr. SUMMERFIELD. Yes. 

Mr. Porrer. Then you said the first overriding factor is the matter 
of this rate bill. Do you not believe that service and fair wages are 
also as important? 

Mr. SummerFieip. Oh, yes; they are very important. 

Mr. Porter. Are they as important as the rate increase? 

Mr. SumMERFIELD. We give proper recognition to all of these im- 
portant problems you mention. 

Mr. Porter. Then you say on page 4 that letter rates are the same 
as in 1932. You will recall our previous discussion of your chart 
which showed that the cost of living had gone up and you say here 


the cost of living index has doubled and with the postal wages, and 
then you say: 


It is just not logical that the price of sending a letter should be immune to the 
inflationary factors which have driven up the cost of handling it. 

I submit that it is irrelevant, if you recall our previous discussion, 
that other matters have gone up, but this is a matter of cost, and in 
other places of your testimony you do argue that it is a matter of cost. 
That other things have gone up has nothing to do with the postage- 
stamp rate going up, I submit. Is that not correct ? 

Mr. Summerrrevp. Is there anything inconsistent in what I said? 

Mr. Porter. Yes. Because you say the cost-of-living index has 
doubled and with the postal wages and other costs have more than 
doubled, unless you show how they are directly related to the postage 
stamp there is no reason for raising the cost of the 3-cent stamp. 

Mr. Summerrtetp. That is perfectly correct. 

Mr. Porrer. You say: 


It is just not logical that the price of sending a letter should be immune to 
inflationary factors which have driven up the cost of handling it. 


Do we not talk about that in terms of cost accounting and not just 
because everything else is—— 


Mr. Summerrterp. I think you are talking about it very realis- 


tically. Everything we buy for the Post Office Department, every 
service we use, every person we hire—— 
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Mr. Porrer. The point is not that everything else has gone up, but 
that the factors that go into the cost of sending a letter have gone up. 

Mr. SumMeErrFtietp. That is correct. 

Mr. Porrer. That is the point I was trying to make about your 
chart, if you will recall, some time ago. Then you say other things 
than cost must be considered. I take it you are espousing the traffic- 
will-bear theory when you say they can and should pay more postage, 
too. 

Mr. SumMeERFIELD. May I interrupt just a moment? 

Mr. Porter. Yes. 

Mr. Summerrrecp. Where did I ever infer the concept of what 
the traffic will bear? You are injecting something extraneous here. 

Mr. Porrer. You want to deny that? You do not believe that that 
is the theory you should operate on ? 

Mr. SumMerrietp. What the traffic will bear in first class; no. 

Mr. Porter. Do you think there it ought to be based on costs as 
adjusted by your intangible factors? 

Mr. ScmMerrievp. That is correct. 

Mr. Santancero. Will you yield? 

Mr. Porter. Yes. 

Mr. SantancGero. With respect to that, I think you said one of the 
factors is the ability to pay. 

Mr. Summerrtetp. That is right. 

Mr. SantTanceLo. Does that not imply what the traffic will bear? 

Mr. Summerrretp. No; not necessarily. 

Mr. SaAnTaNGELO. What does it mean? 

Mr. Summerrietp. Postal patrons are paying for the postal service — | 
they receive and the service is identifiable item by item. The rates 
are set by the Congress of the United States. 

Mr. Santancevo. I think it was either vou or Mr. Stans who said 
that one of the factors, an important factor, in the fixing of the rate, 
is the ability to pay. 

Mr. SumMERFIELD. It is, as far as second- and third-class mail are 
concerned. The willingness to pay is also a factor to be considered 
in establishing rates for first-class mail. 

Mr. Santrance.o. I do not think anybody is willing to pay, frankly, 
from what I have heard, but the question there is: Are we talking 
about the ability to pay when it comes to the first-class mail ? 

Mr. Summerriecp. No. We haven't justified our request for an 
increase in first-class rates on ability to pay, but rather on services 
rendered and the value of those services in relation to costs. 

Mr. Santanceto. Then the factor of ability to pay does not apply 
to the first-class rates ? 

Mr. SumMerrievp. It could be applied, but it has not been applied. 

Mr. Sanrancero. Then it is not your intention to apply it? 

Mr. SumMERFIELD. That is correct. 

Mr. Crperserc. Will the gentleman yield ¢ 

Mr. Porter. Yes. 

Mr. Creperserc. I would just as soon apply the ability to pay, be- 
cause, if we were going to do that, it would be much more than 4 cents. 
In effect, if we were applying the ability to pay or what the traffie will 
bear we would not be in here with a 4-cent letter: we would be in with 
a 5-cent letter, which, incidentally, Iam for anyway. 
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Mr. SANTANGELO. If we are talking about strictly service and value, 
the value of the letter may be more than 10 cents. The information 
you have might be so valuable that it might be worth $10 or even better. 
" Mr. Ceperserc. We are dealing with an area of commonsense, in 

view of what has happened to the Department’s deficit, in view of 
whet has happened to its revenues, and in view of what we sent a letter 
for in 1932 by comparison to costs in 1957. It is just a matter of 
commonsense, as far as I see it. 

Mr. Santraneero. I recall Oliver Wendell Holmes. I could give 
you a situation. He relied upon commonsense. 

Mr. CeperBeRG. Oliver Wendell Holmes did pretty well. 

Mr. Porter. May I have back the floor ? 

Mr. Corserr. Mr. Porter, will you yield a moment ? 

Mr. Porrer. Yes. 

Mr. Corserr. Because. I think, even where we dealt with the matter 
of ability to pay—and this is just to get the record straight—I believe, 
as set forth 1 in the statement of polic’ y, What we are concerned about 
is not pricing any users of the mail out of that market by applying 
rates which are beyond ability to pay. 

Mr. Porrer. You are getting to my next point, which is this, Mr. 
Summerfield: You say on page 4 that behind third-class mail is a 

vigorous and fast-growing industry which is well able to pay its fair 
share of our expense. 

Then, on page 7, with regard to second-class mail, you say that we 
believe that our proposals will not drive any publishers from the 
mails. 

Are these beliefs of yours that both third- and second-class mail 
can pay more, now without regard to their cost, but let us look at it 
in termis of the possibility of diminishing returns, that is, if you force 
a lot of these people out of the market you are forcing your customers 
out and your net take from them will be less and your revenues will 
be reduced by that much, so you do not want to price your service 
out of the market any more than you want to price Chevrolets or 
anything else out of the market. 

You would try to keep in mind what people can pay, I would 
assume, on this line of thought. 

Has your Department made any study to find out and inform this 
committee and this Congress what will happen to third-class permit- 
holders and to second-class users if these increases go into effect? You 

say, “We believe.” You make statements, but you show no evidence, 
and I have seen none in all these hearings. 

Mr. SumMerFIeELpD. We have had to rely on the historical experi- 
ence. For instance, in 1951, when the rates were increased, as the rec- 
ords will show, we heard some of the same dire predictions made by 
people who were opposing those rate increases, but their predictions 
did not come true. Instead of what was predicted, there has been 
a greatly increased volume of business. Profit positions have been 
substantially bettered and the extent of use of the particular classes 
of mail involved has been broadened greatly. Volume has increased 
in tremendous amounts: a fact, 1 am sure, that many of you already 
recognize. 

Mr. Porrrr. However, Mr. Summerfield, you were lucky. You 
were groping in the d: ark then, just as you are groping in the dark 
how. You do not know what will happen. 
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Mr. Summerrrebp. I was not really in the dark in 1951, because I 
wasn’t here. 

The Cuatrman. Mr. Summerfield wasn’t Postmaster General then. 
Postmaster General Donaldson was responsible for that rate. 

Mr. Porter. All right. He was groping in the dark. Pardon me. 
Somebody else was groping in the dark. However, right now you 
do not know what the effect of these increases will be on second-class 
and third-class users. You say, “Well, we were lucky last time,” or 
the Postal Department was, but you made no study to find out the 
impact of this rate bill, and its policy provision says that you will 
make your rates with regard to the impact on the users. You have 
made no study and you have brought no study in here to us. You 
want us to raise these rates regardless of what will happen. 

Mr. Summerrtevp. Mr. Porter, would you recognize the National 
Industrial Conference Board as a reliable organization? In my 
opinion their views would be unprejudiced. 

Mr. Porter. I do not know. Should I? 

Mr. Summerrretp. Mr. Stans, will you comment on their research 
and findings. 

Mr. Porter. I have not heard about that. 

Mr. Srans. Back in 1954 when the Senate committee was studying 
the matter of postal finances they employed the National Industrial 
Conference Board to make a study of the significance of mail in the 
economy, the significance of postage costs to industry, the impact of 
postage increases upon the volume of mail and upon the economy, 
and other similar factors. I cannot quote the record exactly, but 
on this particular point the National Industrial Conference Board 
found that postage rate increases had little or no effect upon the volume 
of mail or upon the economy. 

Mr. Porter. What year was this, Mr. Stans? 

Mr. Stans. 1954. 

Mr. Porrer. And the economy has made certain changes since then; 
has it not? 

Mr. Stans. Yes; it has. 

Mr. Porter. Would you be willing to say that is valid now and 
that you know that these rate increases will not drive to the wall many 
third-class permit users, a substantial number let us say, and also a 
substantial number of second-class users? Maybe you do not care. 
Maybe you just let the chips fall where they may. 

Mr. Srans. We do care, but I would say, if anything, the economy 
is stronger today and better able to withstand postal rate increases 
now than in 1954. 

Mr. Porrer. However, I do not hear you giving any evidence to 
back them up. 

Mr. Srans. Suppose I submit to you a copy of their report? 

Mr. Porrer. And you say that is valid and that is all the evidence 
this committee needs to go ahead and raise these rates, irresponsibly 
it appears tome. We do not know these facts. 

Mr. CreperserG. Will the gentleman yield to me right there? 

Mr. Porter. Yes. 

Mr. Creperserc. I wish the gentleman would be concerned about the 
average little taxpayer who has been picking up this deficit of 
over $4 billion since about the end of 1945 or 1946 and who is paying 
the chips when it comes to his taxes either in the way of additional na- 
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tional debt or in additional taxes to the tune of some $600 million a 
year. There is the little fellow that should be concerned with this rate 
increase, the average guy. 

Mr. Porter. It is the little fellow I have in mind. If we go ahead 
and introduce rate increases in the dark as we are being asked ‘to 
do for second- and third-class mail and drive a lot of these little 
fellows, in both of these categories, out of business, that results in a 
diminishing return to the Post Office and we have a bigger deficit. 
The little taxpayer is going to pay more than he is paying right now. 
We are being asked to do this in the dark. 

Mr. Crperserc. I am always listening to someone whose heart 
bleeds for the little fellow while he bleeds the little fellow’s heart and 
I think it is time we take care of the little fellow and not have him 
pick up this $600 million deficit in the Post Office every year. Yet 
some people who are using the service pay part of their way. 

Mr. Corserr. Mr. Porter, I would like to ask a question along the 
line of your question, if you will yield. 

Mr. Porrer. Yes; I do yield. 

Mr. Corsetr. It is an important point and we ought to know 
a little better what we are doing. ‘There are a lot of reasons why 
volume may have gone up that we cannot take time to get into here, 
but let us suppose that the rate mereases go through as set forth in this 
bill and we then have third class paying 214 cents per unit and first 
class paying 4 cents. What possibility might there be that.a number 
of users of third class would decide to reduce their volume of mail and 
sent it first class? They are reaching a point there where the differ- 
ence in the cost of the postage means something. They have always 
had these 7 or 8 functions to perform in order to be eligible to use 
the third-class permit. They even have to in some cases have an 
extra run on the printing machines in order to print the permit num- 
ber there. What if they would just decide, “We will use first class, 
and less of it.” 

Mr. Srans. I think that is fairly easy to analyze, at least in its 
basic respects. It would depend upon the economics of the direct- 
mail advertising industry whether advertisers were able to gét a 
better average response by using first-class mail than third class and 
paying the extra cost of postage involved. As far as we are con- 
cerned the difference in the costs of handling third-class mail and 
first-class mail runs less than a half cent a piece by reason of the serv- 
ices performed by the mailer.. The Department would gain financial- 
ly if a lot of third-class mail were sent at first-class rates under 
this bill. 

Mr. Corserr. Of course there is a point and there is a correct an- 
swer, whether it is a half cent or something else. That, of course, 
is one of the things that Mr. Porter and I are concerned about. 
Then we run into this situation: Utilities back in my city have decided 
to send our bills only once every 3 months instead of every month 
because of the increased cost of the postage in handling generally, so 
undoubtedly somewhere along the line every company of any size 
is certainly going to study these rates and the impact on them and 
they are going to decide whether to quit using the mail, to reduce the 
Volume of it, and which type of mail to use, and I have to associate 
myself with the gentleman. 
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Granted that there should be more revenue for the Post Office in 
certain areas, I would feel much happier in voting for the bill if I 
knew what I was voting for and the effects of it. We have not gotten 
into that in any great detail. 

Mr. Stans. us I say two things about that ¢ 

One is that the volume of third-class mail has increased consist- 
ently and consecutively in each year from 1945 to 1955, despite the 
several rate increases in third-class mail that took place in that period. 
At no point did the increase in postage reduce the volume of mail to 
any discernable extent. With respect to the point raised by Con- 
gressman Porter, I would like to add that the report of the National 
Industrial Conference Board was based on a very extensive research 
analysis which did not relate solely to the year 1954. Their study 
of the value and impact of mail and postage rates and charges 
covered a period of many years. Their findings should have ap- 
plication we, more than just the consideration of the situation as it 
existed in 1954. 

Mr. Porter. Would it be so difficult, Mr. Postmaster General, for 
your Department to find the facts about the holders of the third-class 
permits and to make a study of the various users or a good cross sec- 
tion of the second-class users so that we would have some facts before 
us relating to this year’s economy and to the possible impact of these 
rates in terms of diminishing returns and thus reduce revenues to the 
Post Office in terms of possible bankruptcies of organizations which 
do have a part to play in spreading education throughout the land ? 
Is that too much to ask? 

Mr. SumMerrieitp. Congressman Porter, every bit of information 
that we requested and received from various classes of mail users have 
been utilized in the preparation of the bill that is before you. 

As you recall, several weeks ago, sir, I invited you to come over 
to the Post Office Department, at your convenience, and review all 
the facts and figures we had available. 

Mr. Porter. I trust that invitation is still open. 

Mr. SuMMERFIELD. It is, sir. 

Mr. Porrer. I will be there. 

Mr. Sum™errtecp. And any specific information that any member 
of the committee or the Congress requests we will be happy to try to 
obtain. We have invited the users of the classes of mail to give us any 
figures they have to substantiate their positions. 

Mr. Porrer. I just want to make one comment and then I will stop. 
You have not answered my question. 

Is it difficult for you to get the information which I have just asked 
about? Is it impossible for the Department to get it so that you do 
not have to say, “I believe”? 

Mr. Summerrrexp. I think it is impossible to determine the effect 
of a rate increase on every user of third-class mail. 

Mr. Porter. I do not say every user. I would say most users, or a 
number of them. 

Mr. SumMerrier. Certainly it would be a very expensive and long 
drawn out research project, I would think, to try to gather all such 
data. 

The Cuatrman. Could you not show the increases in the volume of 
third-class mail since the last increase was made in postage rates on 
third-class mail? I have heard this argument over and over again. I 
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have been on this committee since 1943. I heard the argument. when 
we raised the penny postal card to 2 cents. Everybody was predict- 
ing disaster to the postal business. Give us the data on how the post 
card volume has increased even since we increased the rate to 2 cents 
and get all the facts. 

Mr. Srans. We will be very happy to. 

Mr. Porter. I will yield to Mr. Johansen. 

Mr. JoHansen. Mr. Postmaster General, if there is ever to be any 
rate adjustment to meet this deficit, are we not going to have to some 
day come to the point where we, for the purposes of rate adjusting, 
will have to freeze the data that we have? Isn’t it true that if we 
can dream up a half dozen more research projects we will have the 
effect only of interminably stalling and delaying any adjustment? Do 
we not have to freeze it somewhere and proceed on the basis of the re- 
search and the information that we have acquired ? 

Mr. SuMMERFIELD. You are completely right, Congressman Jo- 
hansen. We are relying on the historical record of the effect of past 
rate increases on the various classes of mail. We would be very happy 
to submit such data, Mr. Chairman. This information will be very 
interesting reading to you, Mr. Chairman and Congressman Porter. 
It is particularly interesting to review the testimony of some of the 
witnesses who have continuously opposed rates increases in second- 
and third-class mail. Just relate what they have said when they testi- 
tied before this committee with the facts as history has proved them. 
You will find this information very enlightening. 

Mr. Porrer. Please understand I am not taking the position that 
no increase is necessary. I believe an increase is necessary, but I think 
we ought to make the increase with regard to the fact of its impact. 

In other words, I believe that the statement in the bill in the policy 
portion should be in our minds right now. 

ta tae to Mr. Santangelo. 

Mr. Santancevo. In line with the questioning about how many or- 
ganizations might go out of business if there were an additional in- 
crease in rates on second-class mail, I was interviewed by a representa- 
tive from one of the magazines yesterday who pointed out to.me what 
the cost would be upon his magazine in the event that these increases 
were put into effect. He pointed out that since the last increase on 
second-class mail, about 20 magazines have been compelled to go out 
of business. Whether their going out of business was directly at- 
tributable to the increase in postage rates I don’t know, but that was 
the inference that was being left with me. 

He pointed out that even though this organization, which operates 
and publishes about 7 or 8 magazines, is a substantial organization, 
he would be taking a terrific loss because of the increase in rates and 
said that there should not be an increase because he is also paying on 
first and third class rate increases and that at least two of the opera- 
tions would have to go out of business. This individual represents, 
and I do not hesitate to say, the Parent’s Magazine, and a person by 
the name of Mr. Hecht tried to give you some evidence of outside of 
the committee hearings as to this, and I was interested in finding out 
the impact and I think perhaps each and every magazine which is 
publishing should submit to us what the effect of these rate increases 
might be upon their operation, whether they would go bankrupt, be- 
cause last year you had a lower rate for the magazine than you had 
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this year, and implicit in this reduction is a realization that some 
of these magazines will go out of business or will be bankrupt if the 
rates go into effect; is that correct ? 

Mr. SummerrreLD. We do not think that any magazine will go out 
of business because of this rate increase. I have never had a magazine 
identified to me as one that went out of business because of any particu- 
Jar rate increase. May I suggest that when these gentlemen call upon 
you from time to time you might refer to the record to see if they are 
not repeating the same story that they told to other members of this 
committee prior to the last rate increase ae the dire results 
that were going to happen. If one simply checks the record, he will 
find that they are still in business and are coming back with exactly 
the same story. 

Mr. SantTanceto. I feel a little confused just like Mr. Porter. While 
I want to reduce this deficit, I do not want to do it at the expense of 
destroying the publications which are circulating and which are get- 
ting a subsidy, as a matter of fact, from the Post Office. If the net 
effect of our raising these rates is to destroy these magazines, I think 
it is foolhardy on our part. Therefore, I think the inquiring as to 
what the impact would be is valid. I do not know whether it is better 
to reduce the deficit or better to eliminate some of these magazines. I 
think the point is a good one. 

Mr. Crperserc. I want to say that I think the second- and third- 
class proposals here are quite reasonable and I want to refer once 
again to a procedure put out by Look magazine, and this is how I 
think it is going to affect them. 

They sent this out to their subscribers. Enclosed is $4.93 in savings 
stamps. It says here: 

If an increase in postal rates is enacted by the new Congress an increase in 
magazine subscription rates is a very real possibility. Although your subscrip- 
tion rate still has some time yet to run, we would like before a subscription rate 
increase should become necessary to give you an opportunity to add an extra 
3 full years of Look on the end of your present subscription at a saving. 

Evidently Look magazine is not concerned about it. They are go- 
ing to give you 3 years even in view of the fact that you are going to 
put in this proposed increase. 

In addition to that they spent a lot of money, and I think Look is 
a good magazine, but look at this. This is what they put in the letter. 
They print the stamps. You have to put your own mucilage on. They 
give you a beautiful discount certificate and then they give you a big 
envelope with all of the 3-cent stamps already on it. 

Evidently it is not going to affect this magazine. I suppose it 
might affect some, but I think they can adjust to it. That is a good 
example I think, Mr. Porter. 

Mr. Porrsr. I think it points up the fallacy of the single instance, 
though, in doing research. If you pick on Look and say that proves 
the case for the whole magazine industry, that. may be well el good 
for you. It is not.enough for me. 

Mr. Ceperserc. I just want to say in answer to that, I agree with you 
and I agree that possibly these rates may have some acute hardships 
on some individual magazines. I am not sure. However, I happen 
to believe that they can adjust to them, but I do not believe that you 
can put off the facing of this postal deficit which is faced and paid for 
by every individual taxpayer in this country, if you are going to base it 
on the inability of the least able to pay. 
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In other words, if the least able are able to pay it, then you are not 
going to do anything. vise; 

Mr. Porter. I am not suggesting that. All I am saying is that we 
ought to find facts about the impact of these rates and that the Post- 
master General has the duty to bring those facts to us, and he has not 
done it. 

Mr. Jowansen. I would like to refer the two gentlemen who are 
concerned so about this, and particularly in relation to magazines, to 
the distinguished authority hs spoke on the floor yesterday, Mr. Hays 
of Ohio, who castigated the magazines as free loaders and insisted 
that there must be a rate increase substantially greater than has been 
proposed in this bill. 

Mr. Porter. He may be right, but do we know? It is up ¢o this 
committee to know. 

Mr. SuMMeERFIELD. I would like to make an observation. It would 
appear that you expect us to get information about a particular maga- 
zine by going to the officials of that particular magazine or the maga- 
zine-publishing organization that acts as a lobby for all of these pub- 
lishers here in Washington. Is that correct? Do you expect me to 
do that? Where would I get the figures and facts that you ask for? 

Mr. Porter. About the financial situation ? 

Mr. SumMerrievp. Concerning any particular magazine. 

Mr. Porter. I suppose you could have a group to get questionnaires. 

Mr. SumMerrtetp. To whom and from whom ? 

Mr. Porter. To the people concerned; to your permit holders in 
third class. 

Mr. Summerrievp. All right. 

Mr. Porter. Get a cross section of them. 

Mr. SumMerFietp. Would you have reason to believe that the infor- 
mation we would receive from those sources to be any more accurate 
in predicting the future than their testimony has been in the past 
before this committee and other committees that preceded this one? 

Mr. Porter. Oh, yes; I would be glad to cooperate with you. I am 
glad you are anticipating that. 

The Cuarrman. We have invited the users of second-class mail and 
third-class mail to appear and all those who requested to appear have 
been heard by this committee. We have heard from organizations 
representing the magazines and heard from third-class-mail users. 

Mr. Porter. I suggest that Washington is a long way from any of 
the third-class permit holders. 

The Cuarrman. That has been a long time. We have heard the 
same old story here from way back. 

Mr. Porter. I come from Oregon and it is a long way. 

Mr. Corserr. I believe very definitely that all of this discussion 
has been excellent and it does need to be part of the record, but I am 
very, very fearful that it may be an academic discussion. After 
we pass all or part of this bill we are going to be faced within the next 
12 or 16 months with the salary increase for the employees, possibly 
for retirement increases, and we are going to be right back in the same 
situation possibly in a year, since this is the day for predictions, with 
an equal deficit and with equal concern about the whole thing. 

The reason I interrupted you at this time to make that statement is 
that I believe when it is all said and done we are going to be in a posi- 
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tion more and more of hunting for revenue and more and more hunting 
for justifications to increase rates. 

The Cuarrman. That is a quorum call and we will have to adjourn 
now. 

The committee will stand adjourned until 10 o’clock tomorrow morn- 
ing, and the Postmaster General and Mr. Stans will be back for further 
questions. 

(Thereupon, at 12 noon, the committee recessed, to reconvene at 10 
a.m. Wednesday, April 17, 1957.) 
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READJUSTMENT OF POSTAL RATES AND ESTABLISH- 
MENT OF A CONGRESSIONAL POLICY FOR THE 
DETERMINATION OF POSTAL RATES, AND FOR 
OTHER PURPOSES 


WEDNESDAY, APRIL 17, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice aNp Crvit SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuatrman. The committee will be in order. Hearings will be 
resumed on H. R. 5836 and H. R. 5839, bills to readjust the posta! 
rates. 

Mr. Porter, have you finished your questions ? 

Mr. Porter. No; I have not, Mr. Chairman. 

The Cuarmman. You may proceed. 

General, will you come around and take the stand ? 


STATEMENTS OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL OF THE UNITED STATES, AND HON. MAURICE HB. 
STANS, DEPUTY POSTMASTER GENERAL 


Mr. Porrer. Mr. Summerfield, yesterday we talked about the impact 
of the new rates on the third-class mail, and I checked with one of the 
third-class mail representatives here; and, with the chairman’s per- 
mission, I am not going to read the whole letter, but would like to read 
a couple of paragraphs in and ask that the rest of it be inserted in 
the record. 

The Carman. That will be done. 

(The document is as follows :) 


ASSOCIATED THIRD CLASS Mar. USERS, 
Washington 5, D. C., April 16, 1957. 
Hon. CHARLES O. PoRTER, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN : You noted the Postmaster General’s statement this morn- 
ing that his Department had sought the advice and comments of the direct mail 
industry regarding the impact of H. R. 5836 on its operations. You have asked 
me whether I can verify this statement. 

I have been the spokesman for third-class mail users in the Nation’s Capital 
since January 1950. At no time have I been invited by the Department to 
provide data regarding the direct-mail industry or the economic impact of rate 
increases on my own 600 members. 

In my judgment your questioning this morning was entirely proper. Mr. 
Summerfield’s own bill, in the policy section, provides that one of the important 
factors in ratemaking shall be the impact of increases on mail users. When I 
was a witness before the committee on April 1 I was cross-questioned on this 
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specific point. In essence, I told the committee that I had no comprehensive 
data on the subject but offered an informed guess based on my knowledge of the 
industry that a 2-cent minimum piece rate would have a harsh effect and that 
a 2%-cent rate would be destructive. I pointed out that third-class users had 
suffered a 50 percent increase as recently as July 1, 1952. I emphasized the 
fact that third-class mail users have been paying $95 million more annually 
than they did before the third-class rate increases of 1949 and 1952. I called 
the attention of the committee to the testimony of Secretary of Commerce Weeks 
on March 17, 1956, when that spokesman for business in the President’s Cabinet 
admitted that the only study of the subject made within his Department had 
led to a recommendation against rate increases. Mr. Weeks’ answer demon- 
strated conclusively that neither his agency nor any other agency of Government 
has any conception of the widespread uses of direct-mail advertising, the $16 
billion of sales it achieves annually, the fact that 4 million people directly or 
indirectly receive their income from direct-mail advertising, that this form of 
advertising is particularly useful to the 232,000 bulk permit holders, the ma- 
jority of whom are small-business men. 

In my testimony I urged the committee to develop data through the Com- 
merce Department, the Small Business Administration and the President's 
Cabinet Council on Small Business. 

When a 2%-cent minimum piece rate is proposed by the Department it is obvious 
the figure is chosen at random and the result of guesswork. You were correct 
in pointing out that in the case of second class Mr. Summerfield approved a 
120-percent increase last year and that this year he is asking for only 60 per- 
cent. The reverse is true in the case of third class. Last year he sought a 
2-cent minimum piece rate but has upped his sights in the preent bill to 2% 
cents. If the 214-cent rate were enacted it would represent a 150 percent in- 
crease over the rate in effect on July 1, 1952. 

A great deal has been said about the cost ascertainment system. The De- 
partment led the committee to believe that previous Postmasters General have 
used it in the same way as the present Postmaster General. This is not true. 
The previous Postmaster General, Jesse Donaldson, did not concern himself 
with intangible factors. It was his contention that the cost ascertainment 
figures showed first.class making a profit. Mr. Donaldson never sought to add 
intangibles to the first class allocated costs. Had he done so the first-class 
rate would have been increased to 4 cents in 1952 at the time second-class rates 
were advanced 30 percent and the third-class rate 50 percent. 

In his latest testimony Mr. Stans is careful to avoid commenting on the fact 
that third-class mail is entitled to a discount below cost because of the de- 
frred service this category of mail suffers. He does continue to eompare third- 
class mail to a night telegram. As I have pointed out before, a 50 word straight 
telegram from Washington to New York costs $2.70. The same 50 words sent 
at the deferred night rate cost but 90 cents. 

From the period 1932 to 1952 the ratio between first-class mail and third-class 
mail was 8 to1. In the latter year it became 3 to 1%. This bill would make the 
ratio 4 to 24%. He may have good reasons for the new ratio but if he does he 
has not informed the committee what they are. It should also be pointed out 
that when the ratio was 3 to 1 from 1932 to 1946 the Post Office Department oper- 
ated in the black. That being the case, the ratio of 3 to 1 would seem to be right 
and proper. 

You are to be complimented for pressing the Department for answers on these 
basic issues. It is regrettable but the writer of this communication possesses 
more knowledge about the possible impact of rate increases than the agencies of 
Government who are charged with the responsibility for gathering such data. 
Since I am the best qualified witness on this score and I tell you that the Sum- 
merfield rate bill would bring disaster to countless thousands of small-business 
men who depend on third-class mail for their sustenance, I am hopeful you will 
accept that judgment until some public official better qualified than I comes 
forward to disqualify my statement. 

If Mr. Summerfield desires the cooperation of this association, the Direct 
Mail Advertising Association, the Mail Advertising Service Association of 
America, the National Council on Business Mail, the National Association of 
Direct Mail Sellers, and other similar groups to survey their membership to 
ascertain the impact of H. R. 5836 on the direct mail advertising industry, we 
will cooperate fully and promptly. 

With kindest regards and best wishes, 

Very sincerely, 


HArry J. MAGINNIS. 
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Mr. Porrér. ‘This letter is from Harry Maginnis. 

Mr. SumMerFieLp. What date? 

Mr. Porrrr. Yesterday, April 16. 

The Cuarrman. Who.is Mr, Maginnis? 

Mr. Porrer. He represents the Associated Third Class Mail Users 
and has appeared before this committee. 

The Cuatrman. Yes; he has already testified before the committee. 

Mr. Porter (reading) : 


You noted the Postmaster General’s statement this morning that his Depart- 
ment had sought the advice and comments of the direct mail industry regarding 
the impact of H. R. 5836 on its operations: You have asked me whether I can 
verify this statement. 

I have been the spokesman for third-class mail users in the Nation’s Capital 
since January 1950. At no time have I been invited by the Department: to pro- 
vide data regarding the direct mail industry or the economic.impact of rate in- 
creases on my own 600 members. 

In my judgment your questioning this morning was entirely proper. Mr. Sum- 
merfield’s own bill, in the policy section, provides that one of the important 
factors in ratemaking shall be the impact of increases on mail users. When I was 
a witness before the committee on April 1 I was cross-questioned on this specific 
point. In essence, I told the committee that I had no comprehensive data on the 
subject but offered an informed guess based on my knowledge of the industry that 
a 2-cent minimum piece rate would have a harsh effect and that a 2%4-cent rate 
would be destructive. I pointed out that third-class users had suffered a 50- 
percent increase as recently as July 1, 1952. I emphasized the fact that third- 
class mail users have been paying $95 million more annually than they did before 
the third-class rate increases of 1949 and 1952. I called the attention of the 
committee to the testimony of Secretary of Commerce Weeks on March 17, 1956, 
when that spokesman for business in the President’s Cabinet admitted that the 
only study of the subject made within his Department had led to a recommenda- 
tion against rate increases. 


Just going on toward the back part of the last of this letter: 


Since I am the best qualified witness on this score and I tell you that the 
Summerfield rate bill would bring disaster to countless thousands of small- 
business men who depend on third-class mail for their sustenance, I am hopeful 
you will accept that judgment until some public official better qualified than I 
comes forward to disqualify my statement. 

If Mr. Summerfield desires the cooperation of this association, the Direct Mail 
Advertising Association, the Mail Advertising Service Association of America, 
the National Council on Business Mail, the National Association of Direct Mail 
Sellers, and other similar groups to survey their membership to ascertain the 
impact of H. R. 5836 on the direct mail advertising industry, we will cooperate 
fully and promptly. 


I would be interested in your comments on this letter, Mr. Summer- 
field. 

Mr. Summerrrevp. In direct reply to your question, whether or not 
we have formally asked Mr. Maginnis or his organization for statistical 
information, I personally have not. Whether the Department has or 
not, I am not particularly sure. 

I am informed by Mr. Stans that we have had any number of discus- 
sions with Mr. Maginnis, but we have not asked him formally for 
statistical information, nor has he offered any. 

The CHatrMan. I might state that Mr. Maginnis was given all the 
time he wanted here before the committee as a witness on this legisla- 
tion and he had every opportunity to present any available data that 
he desired at that time. 

Mr. Porrer. Going on then, Mr. Summerfield, to what Mr. Weeks 
said in the hearings last year on page 718, talking about what studies 
have been made of the impact of rates, if you are familiar with this 
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testimony of last year you recall that the Printing and Publishing 
Committee of the Department of Commerce did go into this matter 
and did recommend adversely. Do you recall that? 

Mr. SumMMeERFIELD. I recall that there was some discussion. I am 
not too familiar with what was said or with Secretary Weeks’ 
testimony. 

Mr. Porter. Mr. Gross was questioning Mr. Weeks, and he said: 

Mr. Gross. And this particular committee or commission, board, or whatever 
it is, is opposed to this rate increase bill; is that correct? 

Secretary WEEKS. Yes; itis. I pointed that out in my statement. 

Mr. Gross. I see. However, other than that, you have offered no testimony 
to show that you have made any other survey in substantiation of your state- 
ment here that this rate increase bill would not impede or hinder business; is 
that correct? 

In other words, the only study made by this Government about im- 
pact was adverse to a rate increase, according to Secretary of Com- 
merce Weeks, and you know of no other study that was made on impact 
I take it. 

Mr. Summerrrevp. I am not particularly familiar with the study 
you just mentioned. 

Mr. Porter. Of all the studies there is only one and you do not even 
know that one. Is that the situation ? 

Mr. Summerrtetp. I am not a bit sure as to that particular reference 
that you have just made. I will be very glad to take a look at it. 

Mr. Porter. You are not familiar with the record made by this arm 
of the Department of Commerce? 

Mr. SumMerFIELD. I personally am not. 

Mr. Porter. Are you familiar with any subsequent study made as 
to impact of these proposed rate increases ¢ 

Mr. SuMMERFIELD. By whom ? 

Mr. Porter. By anybody. 

Mr. SumMerrrevp. I am not. I have relied upon the record of the 
growth of the industry, which has proceeded uninterrupted for a 
period beginning back in 1926 up to the present time. 

May I ask a question, Mr. Chairman ? 

The CuatrMan. Yes, sir. 

Mr. SuMMERFIELD. With respect to this so-called statistical informa- 
tion and study that Mr. Maginnis mentioned in his letter to the Con- 
gressman from Oregon, has he submitted any such statistical informa- 
tion to this committee ? 

The Cuamman. Not that I know of. 

Mr. SumMMeErRFIELD. May I ask a question of the Congressman? Has 
he submitted any statistical study to you? 

Mr. Porter. No. 

Mr. SumMeErrIELD. Do you know whether he has any statistical in- 
formation available that would verify his statements ? 

Mr. Porrer. My point is that the people who come here and talk 
about impact, whether in your case that it won’t hurt, and in his case 
that it will hurt, ought to give this committee some facts to goon. I 
criticized him just as much as I criticized you, but you, in legal terms, 
have the burden of proof. You are going ahead to change the situa- 
tion You have a duty to study the impact of these rates. 

Mr. Stans. Mr. Porter, may I refer again to the National Industrial 
Conference Board report that we discussed yesterday and read to you 
2 small excerpts from it, each of 1 sentence? 
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Mr. Porter. I looked that up a little bit since then. That is an arm 
of the National Association of Manufacterers, is it not? 

Mr. Srans. I have no knowledge of that one way or the other. 

Mr. Porrer. I just think that ought to be in the record. I under- 
stand that it is. ; 

Secondly, this was a part of the Carlson report, was it not? 

Mr. Srans. That is correct. 

Mr. Porter. Do I understand that your Department favors the 
recommendations of the Carlson report ¢ 

Mr. Stans. We favor many of them and disagree with some others. 

Mr. Porter. Also this report of the National Conference Board did 
not contain any recommendations, I believe. 

Mr. Srans. It did not. 

Mr. Porter. Did it contain any recommendations ? 

Mr. Srans. No. It was a factfinding study. 

Mr. Porter. And it is the only one that you know that deals with 
the question of impact? 

Mr. Srans. It is the only comprehensive report that I know that 
deals with the question of impact; that is correct. 

Mr. Porter. Did it make a study of the people involved ? 

Mr. Stans. Yes. 

Mr. Porter. It studied actual users of the mail in second class and 
third class ? 

Mr. Stans. Yes. 

Mr. Porter. And it is 3 years old? 

Mr. Stans. That is correct. 

Mr. Porter. All right. Go ahead. 

Mr. Srans. Conclusion No. 38 says, in part: 


For a broad area of the business economy past rate changes appear to have 
caused only insignificant changes in business operations. 


And conclusion No. 39 includes: 


Little volume reaction is apparent and a tendency to exhibit insensitivity to 
rate increases on balance appears to exist. 

There are other portions of the report that bear on the same subject 
or have the same import. 

Mr. Porter. You reserve the right to select those parts of the report 
you like and approve those parts you do not ? 

Mr. Stans. You may sala any other part of the report that you 
like better. I am quoting the two that express the basic conclusions 
on the question you have been asking. 

Mr. Porrer. And that is the sole Fasis for your present stand with 
regard to the impact of these proposed rate increases in 1957 ? 

Mr. Srans. No; not at all, sir. We have the past record of the 
continued growth of industries after rate increases were effected from 
time to time. 

Mr. Porter. Passing on to another subject, if I may, going into 
this matter of the preferred service or the preferential treatment of 
first-class mail, I assume that that is, as I believe Mr. Stans said in his 
statement, not something that can be reduced to a dollar value. I 
believe that was your statement, was it not? 

Mr. Srans. I said it is not usual and certainly not very practical 
to attempt to reduce it to a dollar value; that is correct. 
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Mr. Porter. Yet that is what you do in your intangible factors 
figure, is it not? 

Mr. Stans. I want to make it clear that what I just said related to 
the ordinary process of accounting. When it comes to ratemaking 
it is not a bit unusual to reduce these factors to dollar figures beyond 
the process of accounting. 

Mr. Porter. They are , arbitrary figures, are they not? Somebody 
decides that so many dollars should go for preferential treatment 
without any basis to counting anything? Somebody has to use a 
judgment ? 

Mr. Srans. I prefer to use the word “judgment” as you suggest. 
It is a matter of judgment on the part of the person making the v: alua- 
tions. 

Mr. Houirrecp. Will the gentleman yield? 

Mr. Porter, Yes. 

Mr. Houtrterp. If it is a matter of judgment it is an empirical de- 
cision, is it not? 

Mr. Stans. Yes; after evaluating all the factors that bear. 

Mr. Hourrerp. And it is based on your collective judgments as to 
what certain preferential treatment which you think has been ren- 
dered is worth, is it not? 

Mr. Srans. When you say “you” you mean the Department as a 
whole ? 

Mr. Houtrtexp. Yes. 

Mr. Srans. I did not participate in the determination of these 
judgment factors personally. They were prepared for the Depart- 
ment by a group of career executives. 

Mr. Hoxtrretp. Who were the career executives? What do you 
mean by career exectives? In the Post Office? 

Mr. Stans. In the Post Office Department; yes. 

Mr. Houtrietp. Who were they ? 

Mr. Svans. I will supply a list of the names if you like. They were 
executives, one from each of the various bureaus affected by mailing 
operations. 

Mr. Houtrretp. Were they acting under directions to come up with 
an empirical figure which would help to offset the budget deficit ? 

Mr. Srans. They were asked, sir, to come up with their judgment 
as to the extent to which the applicable preferences, priorities, values, 
and other factors should be used to modify cost accounting figures for 
the purpose of determining the rate requirements in each class of mail. 

Mr. Houtrrevp. So they were not given the opportunity of deciding 
whether they should come up with a figure, but they were told to come 
up with a figure; is that right ? 

Mr. Stans. That is correct. 

Mr. Houtrrevp. That is all. 

Mr. Corsetr. If the gentleman will yield there. 

Mr. Porrer. Yes. 

Mr. Corsert. I recall that we went into this pretty thoroughly last 
year and I want to say to the gentleman that having wor ked on this 
for years, and years, and years, and years, this is the first time we 
have ever even had a figure that might be a target figure. If we rec- 
ognize, and granted that there is some dispute about it, that first class 
does receive preferential treatment and ought to pay some amount, 
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100 percent, or 110 percent, or whatever it may be, that as regards 
second- and third-class mail which get preferred service and second- 
ary handling there should be some reduced rate, 1 would like to say 
these men as I understood it last year came up with these figures of 
50 percent and 75 percent and as much as we went. over them, and 
attacked them, and examined them, we could not do much better. 

I believe that it is incumbent upon you, and me, and others, that 
if we do not like this figure of 50 and 75 percent, we ought to argue 
that it should be changed, because we have to have some figure or 
we just have nothing as a pattern. 

Mr. Houtrtetp. What = you mean you have to have some figure ? 
You have to invent a figure when the facts do not justify it? Is that 
what you mean ? 

The Cuatrman. Do you not admit that first-class mail gets prefer- 
ence in service over second- and third-class mails? 

Mr. Hottrrevp. It is paying a rate. 

The Cuatrman. Do you not admit that now? 

Mr. Houtrtevp. Certainly it is paying a rate which is much higher. 

The Cuatrman. I understand the gentleman has not been here 
much, but when he was here he was advocating a high increase on 
second- and third-class, but no increase on first class; is that not 
correct ? 

Mr. Houirtetp. No. I have not recommended an increase on any 
class of mail. I have consistently said that your deficits are in- 
curred in your second- and third-class mail and as a matter of equity 
if you want to make up the deficit you must increase those rates and 
make it up and not penalize the classes of mail which are already pay- 
ing their own way. 

Mr. Corsett. The gentleman would admit that there are a lot of 
factors that go into pricing other than just what it costs, would he 
not ? 

Mr. Ho.trrecp, When you start making financial statements and 
you start putting in intangible factors you can go to the penitentiary 
on it in the preparation of ordinary business statements. I will tell 
you that. I have made a few myself and filed them on the basis of 
obtaining credits and other financial considerations and I know what 
the law is in regard to filing false statements. 

Mr. Corserr. The gentleman’s analogy could be examined pretty 


simply. 

Mr. Porter. To correct the figure on page 5, Mr. Summerfield, to 
what they were without the adjustments and the intangible factors, 
do you or Mr. Stans have the percentages for the various categories 
there in the middle of page 5, what they are without the adjustment 
for the intangible factors ? 

Mr. Stans. We have all the figures and we can compute them, sir- 

Mr. Porter. We can come back to that. 

Mr. Stans. We will compute them while you proceed, 

Mr. Porrer. Going over to page 6, Mr. Summerfield, of your state- 
ment, you said: 

The 1947 bill was a rate bill in every sense of the word, and it was a good 
rate bill.which gave proper and historic recognition to the preferential service 


for first-class mail. The bill came up on the floor of the House by unanimous 
consent; not a single Member objected to the bill or the principles behind it. 











776 READJUSTMENT OF POSTAL RATES 


I submit to you, Mr. Summerfield—I wish you would tell me if 
you know differently—that came up without any discussion at all 
about the preferential service of first-class mail, that it went through 
as a matter of form, that probably half the Members were on the 
floor at the time it was brought up, and that nobody ever thought 
about it. They just were ratifying a 3-cent mail rate that had been 
in effect for some time and nobody was thinking about the proper 
and historic recognition of preferential service. 

Do you have information to the contrary ¢ 

Mr. Summerrirecp. No; I do not. But I have confidence in the 
Congress and I am sure that the Congress knew exactly what they 
were doing on that occasion. 

Mr. Porrer. You do not know that. You have not looked at the 
Congressional Record to find out ? 

Mr. Summerrtetp. No, but others have, I believe. 

Mr. Porrer. Are they here; the others who have? 

Mr. SuMMERFIELD. No. 

Mr. Porter. Does Mr. Stans know anything about this? 

Mr. Stans. Not specifically. 

Mr. Porter. In other words this is an unsupported statement ? 

Mr. Summerrtecp. Do you question the statement ? 

Mr. Porter. I do question it. 

Mr. SumMerrtetp. Which parts? 

Mr. Porrer. The parts I just mentioned. I question that the 
House debated and that they consciously said, “We are giving proper 
and historic recognition to preferential service for first-class mail” 
when they passed this 1947 bill. 

Mr. SumMeERFIELD. Does not the bill speak for itself? 

Mr. Porter. Have you been in the gallery of the House from time to 
time? 

Mr.SumMerrietp. Yes; not recently, much as I would like to. 

Mr. Porter. I assume you do read the Record occasionally. 

Mr. SuMMERFTELD. Yes, sir. 

Mr. Corvett. I think that is an unfair question. 

Mr. Porrer. I think this is important. You have made the point 
here and I say in all seriousness—— 

Mr. SuMMERFIELD. Yes; and I stand on it. 

Mr. Porter. However, you do not know why you do. 

Mr.SumMerrtetp. Yes; I do. 

Mr. Porter. You say just because Congress passed it they must have 
discussed those matters ? 

Mr. Rres. Will the gentleman yield right there ? 

Mr. Porter. Yes. 

Mr. Rees. That matter, as I recall, was before this committee for 
about 2 or 3 months before it went to the floor of the House. If the 
gentleman is going to raise the question as to whether the House prop- 
erly or carefully considered it, that is something else. I do not re- 
member whether or not half of the Members were there. I am sorry 
the gentleman himself was not there to hear the discussion, but if you 
get the Congressional Record I think you will find this action was 
cleared with the leadership on both sides. I cannot see your point 
at all. 

Mr. Porter. My point was whether or not it was significant that not 
a single Member objected to the bill or the principles behind it. Mr. 
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Summerfield seems to think that Congress at that time was unanimous- 
ly for recognizing the historical and proper basis for this preferential 
service for first-class mail. I say it has never been ale red as far 
as I know. 

Mr. SuMMeErFiIELD. Have you read the record / 

Mr. Porter. No, I have not. 

Mr. Summerriebp. I have not. 

Mr. Porter. However, it is your statement. 

Mr. SummerrrevD. That is right, and I stand on it. 

Mr. Porter. And you have not read the record ? 

Mr. SumMeErFIELD. That is right. 

Mr. Porter. You should have read the record, and I will read the 
record. 

Mr. SumMerrie.p. That is encouraging. 

Mr. Rees. I do not quite get the gentleman’s viewpoint. Is he ob- 
jecting to what happened on the floor of the House in 1947 ? 

Mr. Porrer. Mr. Rees, I am objecting to the conclusions drawn here 
that this Congress has given proper and historic recognition to the 
preferential service for first-class mail. It is subject to correction, but 
my contention or my belief is that all they were doing at the time— 
and I wish Mr. Summerfield would tell me I am wrong if he knows I 
am wrong—and all that was being done was to just ratify the charge 
for first-class mail which was earlier passed as a tax measure and then 
Was put in asa rate measure. 

Mr. Rees. I may misunderstand, but this is the first time I have 
heard of a Member attacking the proceedings of a Congress that met 
years before. 

Mr. Porrer. I am not attacking. 

Mr. Hotirtevp. The distinguished gentleman is putting the Member 
in the wrong position. He is not attacking it. 

Mr. Rees. What is he doing ? 

Mr. Horirrevp. He is questioning the statement here on the basis of 
whether Congress gave consideration to the preferential service and 
with proper and historic recognition or not, and that is the point of 
his inquiry and I am sure the gentleman understands it. It is not a 
question of the integrity of the C ongress or their procedures. It is a 
question of fact as to whether these ‘particular points were given con- 
sideration at the time. 

Mr. Rees. The gentleman himself was there, I am sure. 

Mr. Gross. In 1947? 

Mr. Rees. I think so. Weren’t you here? 

Mr. Houirtevp. Yes; I am afraid I was here before that. 

Mr. Porter. Mr. Rees, the only point I am trying to make is if Mr. 
Summerfield wants to establish this point and believes that it is a valid 
point, he should have done so by reett inks the record and seeing whether 
or not there was a discussion along these lines. 

Mr. Rees. It may be that I misunderstand what the gentleman has 
in mind. 

Mr. Gross. Will the gentleman yield ? 

Mr. Porrer. Yes, sir, Mr. Gross. 

Mr. Gross. I finally awakened to the fact ee a lot of things were 
done under the unanimous consent and private calendars. I would not 
be surprised to hear somebody get up to ask dnamiinous consent to set 
fire to the House Chambers. 
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Mr. Porter. I would like to turn to another subject now, if I may. 

Mr. Summerrtetp. Mr. Chairman, may I just say something? 

Mr. Porter. Yes, sir. 

Mr. Summerrievp. I would like to read this particular sentence that 
vou refer to. I think that you might read it again: 

We have emphasized that the 3-cent rate on letter mail was established in 
1932, but perhaps equally important to the committee should be the fact that the 
8-cent rate was made permanent in 1947 and at that time Congress, by its action, 
gave recognition to the preferential service principle we advocate, 
Mr. Porter. Of course, I was in the next paragraph. 

Mr. Summerrrevp. At that time the Congress by its action 
Mr. Porrer. You mean you think the House took a position by the 
‘tion of this committee ? 

Mr. SumMerrreLp. We cannot go behind the action of the House. 
Mr. Porrer. You mean that this committee is acting for the Con- 
gress? Of course, that is not what you say down later on: 
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The bill came up on the floor of the House * * *——— 


Mr. SumMeErrFiEvb. I just cannot follow what you are thinking about 
when you jump all over the place. 

Mr. Porrer. In the next paragraph. 

Mr. SUMMERFIELD. Had you read the sentence I just read, or had you 
not read that sentence ? 

Mr. Porter. Oh, yes; in fact I have it underlined, the latter part 
of it, but I skipped the question I had on that in the interest of saving 
time. 

In the course of yesterday’s testimony before this committee the 
Deputy Postmaster General was asked if the Bureau of the Budget 
has made any recent studies of the Post Office Department’s cost ascer- 
tainment methods. His answer to the question was, and I quote: 

Mr. StTaNs. No; they have at our request studied the statistical methods 
employed in cost ascertainment, but that is in a very preliminary stage and we 


have not yet determined how we are going to proceed to see whether the use of 
scientific sampling will in any way simplify the work we now do. 


Mr. Stans further stated: 


I think the Bureau of the Budget has devoted very little attention to our 
cost ascertainment system and we have not asked them for approval and we 
have received none at any time that I can recall. If it happened it was before 
my time with the Department. 

Mr. Chairman, I have discovered that there was a two-part study 
made late last year by the Bureau of the Budget at the request of the 
Post Office Department and that one part of the study was actually 
completed. It is not in a “very preliminary stage” at all, as Mr. 
Stans said. I further found that an oral report, adverse in nature, 
was made to representatives of this Department by the committee 
which completed the first part of the study. 

On the basis of this new information which I have received, I am 
forced to the conclusion that Mr. Stans’ answers to my questions yes- 
terday were not fully responsive. In fact, I might go further than 
that and say that his answers as reported in the transcript of yester- 
days’ testimony on this point were, to say the least, inaccurate and 
misleading, if not intentionally deceptive. 

Let me tell you what I have uncovered since yesterday’s committee 
hearing. 
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Yesterday a member of my staff talked on the telephone for more 
than half an hour with a man who admitted he was a member of the 
committee which made this investigation. The man’s name is Ear] 
E. Houseman. He is chief statistical officer for the Agriculture 
Department. Mr. Houseman said that the others who served on the 
committee, by request of the Bureau of the Budget, were William N. 
Hurwitz, chief of the Statistical Research Division of the Bureau of 
the Census: W. Duane Evans, assistant commissioner of the Bureau 
of Labor Statistics of the Departmbent of Labor; and Raymond 
Nassimbene, executive assistant for Statistical Techniques and 
Audits of the Office of Statistical Standards of the Bureau of the 
Budget. Mr. Nassimbene served as chairman of the committee. 

The member of my staff who talked with Mr: Houseman asked him 
if such a study had in fact been made. Mr. Houseman said that it 
was made by the committee of which he was a member. He said that 
it took a couple of months back in November and December of last 
year. He further said, in response to questions, that no written report 
of the committee’s findings was made but that an oral report was 
made to representatives of the Post Office Department, including a 
statistician for the Department named Otis Lancaster. Mr. House- 
man said, in response to further questioning, that the committee made 
recommendations to the effect that the current methods of statistical] 
sampling in use by the Post Office Department in its cost ascertain- 
ment procedures were outdated and should be modernized in order 
to determine whether the results being obtained are the correct results. 
In response to a question on the point of why no written report was 
produced by the committee, Mr. Houseman gave as his opinion that 
any written report would have sounded adverse to the statistical 
methods being used in the cost ascertainment system and that for that 
reason it was decided not to make the report. He did not say whose 
decision that was, but it can easily be deduced. 

The member of my staff then called the chairman of this commit- 
tee formed to investigate the cost ascertainment system of the Post 
Office Department, that is, the sampling techniques used by them, Mr. 
Nassimbene of the Bureau of the Budget. Mr. Nassimbene said that 
he did not feel he was at liberty to discuss the study or the report— 
I should say the lack of a report—since this was what Mr. Nassim- 
bene called “an internal matter.” Nevertheless, he agreed, during the 
brief conversation, with my staff member’s general understanding of 
the work of the committee and the nature of the oral report to the 
Post Office Department. 

Mr. eseimbene made the further comment that a change in the 
statistical methods now being used by the Post Office Department 
might well mean a “considerable” change in the results obtained but 
he said there would be no way to tell what the changes would indicate 
without actually putting the more modern methods into effect and 
determining the results. 

Later yesterday I called Mr. Nassimbene myself and asked him if 
he would come to my office for a further discussion of this committee, 
its study, and its oral report. He said that he would have to confer 
with his superiors to get permission to do that, and I did hear this 
morning, from Mr. Merriam, Assistant Director of the Budget, that he 
will allow him to come over to my office later today. 

The CuHatrmMan. What is your question now? 
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Mr. Porter. My question is I think it is obvious that the informa- 
tion which would have been included in a written report by this 
committee of experts would have far-reaching importance and would 
very likely have resulted in a salutary revision of the present statisti- 
cal methods used by the Post Office Department in its cost ascertain- 
ment program. One wonders why this report was suppressed, why 
the committee was not allowed to make known its findings and its 
recommendations. This committee should know what these experts 
found in their investigation and since it seems unlikely we will be 
given the information in the form of a written report, I ask, Mr. 
Chairman, that the members of this committee of experts, Mr. Nassim- 
bene, Mr. Houseman, Mr. Evans, and Mr. Hurwitz be requested, or 
if necessary be subpenaed to appear before this committee at the 
earliest possible moment. 

Mr. Sanrancero. Will the Congressman yield ? 

Mr. Porter. Yes. 

Mr. Sanrancexo. I ask the Postmaster, in view of that statement, 
was any oral report made? 

The Cuatrman. Mr. Stans? 

Mr. Santaneeo. Either Mr. Stans or Mr. Summerfield. 

Was any oral report made? 

Mr. Srans. May I give you a statement which I prepared this morn- 
ing in anticipation of the gentleman’s statement ? 

Yesterday in the course of the hearings I was asked whether studies 
had been made by either the Bureau of the Budget or the General 
Accounting Office with respect to the cost ascertainment system of 
the Post Office. In my answer I said, among other things, that there 
had been a statistical study made by the Bureau of the Budget. The 
record will show the exact words that I used and I stand with them. 

I also said that to the best of my knowledge there had been no 
accounting study made by the Bureau of the Budget. I now find that, 
without my knowledge, an accountant from the Bureau of the Budget 
has been studying the cost ascertainment system over some period 
of time. 

In answer to the question of studies made by the Bureau of the 
Budget and the General Accounting Office, I would like to read this 
prepared statement. 

The cost ascertainment system in 1953 was the only modern part 
of the accounting system of the Post Office. It had been installed 
in 1926 under the direction of certified public accountants. 

At the beginning of 1953 the General Accounting Office issued a 
report which was highly critical of the general accounting system of 
the Post Office Department. That report, which was published by 
a subcommittee of this committee in May 1953, listed 36 specific needs 
for improvement in postal accounting. None of these referred to cost 
ascertainment. 

Following receipt of this report the Postmaster General employed 
a firm of certified public accountants to assist in modernizing postal 
accounting and also requested the General Accounting Office to par- 
ticipate in that program. The General Accounting Office designated 
seven of its systems accountants to help. This number remained in 
the Post Office assisting in accounting modernization until about 6 
months ago when it was reduced to 5, who are still there. 
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In addition, the General Accounting Office has had an average of 
more than 20 of its staff auditors—the number ranged from 16 to 
30—in the Post Office continuously since the beginning of 1953 audit- 
ing various phases of the accounts. They have from time to time 
submitted reports containing suggestions for further accounting 
improvements. Some of those reports have been printed and pub- 
lished by this committee. None of the matters in those reports relates 
to criticisms of cost ascertainment. 

The General Accounting Office has at our invitation reviewed the 
cost ascertainment system on a number of occasions and at consid- 
erable length. As a result of this work they have advanced orally 
a few minor suggestions for changes in the underlying details, with- 
out real significance as far as the results would be concerned. All of 
their suggestions which were workable were adopted into the system, 
all before fiscal 1956. 

With respect to the Bureau of the Budget, which is the question 
which Mr. Porter has raised at the moment, last summer discussions 
were held at the Bureau of the Budget at our initiative regarding the 
cost-ascertainment system. The purpose was to determine whether 
the Bureau’s accounting and statistical staffs could assist us by making 
a review of the cost-ascertainment system with the objectives (1) of 
determining ways to simplify it, and (2) obtaining an expression as to 
its validity. 

On the statistical phase, which is a relatively secondary matter in 
the cost-ascertainment process, and which relates to the ways and 
methods of selecting the sample employed in costing, the Bureau called 
in several statisticians from other agencies. This group of 4 statisti- 
cians held 3 meetings with our statisticians and accountants involving 
a total about about 6 hours in discussion of the subject. 

It was the conclusion of the group, as reported to me in writing by 
our representatives, that no quick appraisal of the cost- ascertainment 
method of sampling could be made by them and that the scientific 
sampling approach involving the random principle would involve a 
long period of full-time study by expert statisticians. The group 
agreed in an oral report that it could neither approve nor disapprove 
the methods used in the cost-ascertainment system, and that they were 
not wholly certain that the application of statistical sampling to cost 
ascertainment would be helpful to us in any way. 

The subject was terminated at that point with the understanding 
that the Post Office would consider later whether such a long-range 
assignment would be desirable, since we would probably have to em- 
ploy independent technical experts. It is scheduled for consideration 
this month, and the files will so show. 

In the area of accounting, which is by far the most important ro 
of the cost-ascertainment system, since the system is primarily 
accounting matter, the Bureau of the Budget at our request etuigiied 
one of its accounting experts last summer to the study of the details 
of the cost-ascertainment system. This is the phase with which I was 
unfamiliar when I testified yesterday. He has devoted 7 months of 
time to this study and is now concluding his report. In the course of 
his work he did not advance any suggestions or criticisms as to the 
system. I have checked with the Bureau of the Budget this morning, 
and I am informed by Mr. Rappaport that this report will be finished 
for delivery in about a month. 
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Iam authorized to say that it does not express any disagreement 
with our accounting procedures in cost ascertainment and that it be- 
lieves that the accounting procedures are such as to fairly present the 
allocations of the costs to the various classes of mails and services. 

Mr. Porter. You agree that using the cost-ascertainment system as 
a basis for ratemaking as we do, if any substantial part of it, such as 
the sampling technique, is at fault, then all these figures that have been 
built up here as a basis for the rate increases are in question ? 

Mr. Srans. The question of the sampling technique, Mr. Porter, 
came up at our initiative because, as I testified back in 1953, I thought 
we were doing too much work on cost ascertainment; our sample was 
too large, and if we could find a scientific way of reducing the sample 
without impairing the validity of the results we ought to do it. This 
was the purpose of calling this group in. 

Mr. Porrer. At least two members of this committee of experts have 
indicated to me personally with regard to your present method. They 
do not know whether it gets a good result or not. They do not approve 
or disapprove because they say it is an empirical method you use now 
which has to do with human judgment in picking out which units you 
study. They do not know whether it is good or not. 

Mr. Houseman, who was in my office this morning, said that the 
statisticians and all of those on this committee would say that the 
scientific method, which costs no more, the probability method that 
they recommend, is far superior and that they would have some hesi- 
tancy as to the one you mentioned. 

Mr. Corzetr. A parliamentary inquiry, Mr. Chairman. 

The Cuarrman. Mr. Corbett. 

Mr. Corsert. I appreciate the gentleman’s questioning, but I yielded 
my turn about 11 o'clock yesterday morning. I wonder if the gentle- 
man could give us any idea as to about how much more time he 
requires ? 

Mr. Porter. I will yield at any time to any member, but I do have 
a good many more questions. 

Mr. Corserr. I am in the same situation, and I thought we might 
get some agreement on time. 

Mr. Porrsr. I will be glad to yield to the gentleman now. 

The Cuatrman. I wish the gentleman would go ahead and finish as 
soon as he can. 

Mr. Porter. I will, Mr. Chairman. 

Mr. Srans. I have lost the question. 

Mr. Porrer. What I am saying now is that Mr. Nassimbene and Mr. 
Houseman, to be specific, have indicated that they believe the sampling 
technique could give us confidence in the results in cost ascertainment, 
the probability sampling device, whereas the method you are using 
now leaves a good deal to be desired. 

Those are the words of Mr. Houseman adopted in my office this 
morning. 

Mr. Stans. You are correct in saying that they reported that they 
could neither approve nor disapprove, since it was a very substantial 
job to undertake a scientific sampling evaluation of our procedures. 
I would like to read a paragraph from the report of our representative 
in that group, prepared on December 3: 


Based on the observation of the statisticians that we do a considerable amount 
of work in sampling and putting the cost ascertainment figures together, they 
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believe that if a random sample were devised we probably could do the job’ for 
less than it now costs, provided a high degree of. accuracy is not desired. 

I just want to make the point that there are a number of ways in 
which we can attack this problem. There is no basis for believing that 
the way we do it is incorrect. It may well be that a scientific sampling 
approach, which is merely one technique used in industry, would 
produce an almost identical result. We have no way of knowing, 

However, our objective was to find a way that would save money, 
and we are still interested and will pursue the question of whether a 
scientific sampling approach will give us our cost ascertainment report 
for less cost. 

Mr. Porrer. My information from these gentlemen, Mr. Stans, is 
that not only would you save money or it would not cost anymore to 
use the scientific sampling system, but that you would have a far 
better basis a your cost ascertainment figures. 

Mr. Srans. I disagree with that, because their statement to us was 
that they could neither approve nor disapprove the way we were going 
about it. 

I am prepared here to submit a list of all the accounting experts 
through the years that have testified to the validity of cost ascertain- 
ment. We will pursue the statistical sampling approach and see if we 

can effect savings as soon as the Congress gives us enough money to 
make the study. But I am confident that “nothing will be disclosed 
that will in any way affect the conclusions that we have received from 
so many people on so many occasions through the years. 

(The information appears on pp. 839-841. ) 

Mr. Santancexo. Mr. Stans, Congressman Porter asked a question 
before to which I do not think there was any answer given and that 
was in the event that the basis of your cost ascertainment system might 
be incorrect—I am not saying that you concede it is incorrect—then 
the justification for your conclusions would not exist. 

Mr. Srans. If my judgment on it is incorrect and the judgment 
of all the experts who have studied it through the years is incorrect, 
then the results would be incorrect, sir. 

Mr. SANTANGELO. That is the question. 

The Cuarrman. How would that affect this tremendous deficit of 
the Post Office Department one way or the other ? 

Mr. Srans. It would not affect it in any degree. 

The Carman. Certainly not. 

Mr. Santanceo. Mr. Stans, while it would not affect the overall 
deficit, it would affect the allocations as to the classes of mail which 
are sustaining deficits; is that not true? 

Mr. Srans. If there were any error in the system that would be 
the result of it; yes. 

Mr. Hotirrevp. Will you yield? 

The General Accounting Act in, I believe, 1922, amended by the 
Karsten amendment some 3 or 4 years ago, required that the depart- 
ments of Government set up standard and approved systems of ac- 
counting which had been approved by the General Accounting Office, 
did it not? 

Mr. Srans. That is correct. 

Mr. Hotirretp. Have you sought the approval of the General Ac- 
counting Office for this method of accounting that you are using? 
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Mr. Srans. Yes; we have. As I said in my prepared statement, 
we have asked them to study cost ascertainment a number of times. 
They have never finished to the point of giving us a final conclusion. 

Mr. Horzrrecp. The purport of the act that was reported from 
my Committee on Government Operations, of which I am a member, 
was to establish, if possible, in all the departments of Government, 
a standard system of accounting which was recognized by accountants 
throughout the United States as being a fair and a just and accurate 
as possible a system and, further, to get the approval by the General 
Accounting Office of whatever system was used in a particular depart- 
ment of the Government. 

I submit that that happened several years ago and if I understood 
your testimony, you said that one man from the General Account- 
ing Office, worked on a 7-month study. I did not quite get the pur- 
port of the fact that you had 7 representatives from the General 
Accounting Office and 5 now. I did not know whether they were 
studying your accounting system or auditing. 

Mr. Stans. Let me clarify that. 

You have referred to one man from GAO. The one man was from 
the Bureau of the Budget. 

Mr. Hottrtrevp. And the seven men were from 

Mr. Stans. The General Accounting Office. 

Mr. Hottrtevp. How long did they work there ? 

Mr. Srans. From the summer of 1953 until about 6 months ago, and 
there are still 5 of them with us. 

Mr. Horirrecp. What is the purpose of their work in your de- 
partment ? 

Mr. Srans. I would like to explain that. In 1953 the accounting 
system of the Post Office Department, except for cost ascertainment, 
was about 50 years behind the times. The historical background 
isn’t too important, except to note that the system was installed in 
1908 and involved, until 1950, a procedure whereby the books of the 
Post Office Department were actually kept by the General Account- 
ing Office itself. When the Financial Control Act of 1950 was en- 
acted for the Post Office Department, the Comptroller General turned 
the books back to the Department shortly thereafter. 

The Department proceeded at that point to decentralize its ac- 
counting into 12 regional offices, but had not yet had the time or the 
opportunity to do anything about modernizing the system as a whole. 

As I have already stated, at the begining of 1953, the Comptroller 
General was highly critical and said the financial records did not 
reflect the operating results of the Department, nor did it account 
for the assets of the Department. I want to make clear that I am 
talking about the financial reports of the Department and not the 
cost ascertainment report.. 

The accounting system is distinct from the cost ascertainment 
system, which was going on independently and on a modern basis. 

The Postmaster General initiated a program to bring the account- 
ing system up to date and he employed a firm of certified public 
accountants to guide him in that effort. 

At the same time he asked the Comptroller General for help in 
modernizing the financial accounting system of the Department. It 
was for this purpose the Comptroller General supplied the seven 
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systems accounts to bring the general accounting system up-to-date 
to reflect current acccounting needs of the Department. 

Mr. Hoxirmtp. Then have you improved the accounting system to 
the extent where you are in a position to ask for the General Ac- 
counting Office to approve it ? 

Mr. Stans. We have had some discussions with them and are at the 
point of completing some of the final requirements of the General 
Accounting Office for their approval of our system. 

They wanted us to prepare a manual covering our classification of 
accounts and that has just been completed. 

They also wanted us to prepare a manual to cover the operations of 
the regional controller offices and that is in preparation. 

Mr. Hoxirretp. Assuming that you are well on the way toward get- 
ting an approved accounting system, as you said, until you do get an 
approved accounting system by the General Accounting Office, there 
is some doubt as to the validity of your figures, is there not? And 
also as to the conclusion that can be drawn from them ? 

Mr. Srans. I would like to point out the fact that the authority of 
the Comptroller General, who approves accounting systems, relates to 
financial accounting systems or general accounting systems and not 
necessarily to cost accounting systems which are subordinate and inde- 
pendent of general accounting. However, I believe both are now 
valid. 

Mr. Ho.irrecp. Then the cost accounting system and the reporting 
of the handling of any finances, you place on one side of the line and 
your cost ascertainment formula on the other, do you not ? 

I mean you differentiate between the two, I judge. 

Mr. Stans. Yes. 

Mr. Horirtevp. Then in linking together the so-called deficit in your 
cost accounting or the attempt to bridge the gap between your cost 
accounting system which shows that, I have here statement No. 3, 
which your office furnished me, and it has a total revenue for first-class 
mail of $1,013,600,000 and an allocated budgetary expenditure of $978 
million. 

Then you have another item here, “Increased costs not wholly re- 
flected,” $9.7 million, and “Costs paid by other Government agencies,” 
$55.8 million, which I assume is in the $1,013,600,000 figure; is it not? 

Mr. Stans. No. The $1,013,600,000 figure is revenues. 

Mr. Hotirretp. And you do not consider costs paid by other Govern- 
ment agencies as revenues ¢ 

Mr. Stans. Oh, no; that is an expenditure. 

Mr. Horirrerp. It is an expenditure by other Government agencies 
and debited against them and credited to you; is that it? 

Mr. Stans. No; it isn’t, sir. 

Mr. Horrrreip. How is it ? 

Mr. Srans. It is an expenditure made by them from their own 
appropriations. 

Mr. Hortrrevp. But made to you? 

Mr. Stans. No; made for our benefit. 

Mr. Hotirrevp. To the Treasury ? 

Mr. Stans. Made for our benefit, primarily to the retirement fund 
for postal employees, which, as you know, beginning July 1 will be 
paid by the Post Office Department. 
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Mr. Horirterp. So that is separate from your revenues ? 

Mr. Srans. That is entirely separate from our revenues, sir. 

Mr. Horirrerp. Therefore would not be computed as an offsetting 
figure ? 

Mr. Srans. No, sir. 

Mr. Horirterp. Therefore, then, what is your $9.7 million “Increased 
costs not wholly reflected”? What does that represent ? 

Mr. Srans. Those are principally payroll and fringe benefits costs 
that took effect within the fiscal year, but because of that fact were 
not fully reflected in our costs for fiscal year 1956. The $9.7 million 
is an adjustment to reflect cost levels that were in effect at the end 
of the fiscal year. 

Mr. Horirretp. You show by that computation, which I assume is 
from your bookkeeping recor ‘ds—it must be from your bookkeeping 
records, which are now in an improved condition—a $29.9 million 
deficiency. 

Mr. Srans. We show a $29.9 million deficiency at that point. 

I want to, if I may, become a little bit technical and see if I can 
explain to the gentleman i in somewhat more detail the difference be- 
tween financial accounting and cost accounting. 

The financial accounting records are in a sense the kind of records 
that the gentleman would keep from his own checkbook. Records are 
maintained to show the amount of money we spend for various types 
of payroll, the amount of money we spend for various transportation 
media, for purchases of supplies and equipment and so forth. These 
records are in the same form as you would find in a published financial 
report of a corporation in which you held securities. 

Mr. Houirrerp. That is included i in the $978 million figure ? 

Mr. Srans. No, sir; that is my point. The $978 million is a cost 
allocation to first class mail from the total expenditures of the De- 
partment which amounted to $2,883,305,122 in fiscal 1956. This latter 
figure is broken down for general accounting purposes according to 
the category and classification of the expense. In general accounting, 
the revenues are also broken down into revenue categories, such as the 
revenues received from the sale of stamps, money orders, and so 
forth. 

This general accounting doesn’t produce for an industrial company 
nor for the Post Office Department any measure of what it costs to 
produce each particular product. For purposes of producing a cost 
of each particular product or service, it is necessary to take all of the 
costs of individual accounts and reallocate them according to the 
product or service involved. This means that the costs of labor, 
equipment, supplies, and transportation are reallocated by very de- 
tailed studies against each class of mail and service. 

I make the distinction, if I may, that general accounting results 
produce a breakdown of expenses by the classification of the expense 
itself. whereas cost accounting produc es a breakdown of the expenses 
according to the end product or service. Have I made myself clear? 

Mr. Hortrrerp. Yes, as clear as you could to a layman who is not 
an accountant, but in the breaking down of this figure of $1,013,600,- 
000. it is broken down above, and as to where the revenue comes from, 
but it is all first-class revenue. 

Mr. Stans. It is all first-class revenue. 
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Mr. Houirretp. And your budgetary expenditure of $978 million 
is what you allow in your budget to expend for that area of service, 
is it not ¢ 

Mr. Srans. No, sir; not in the budget, because the budget is run 
according to the financial accounting system, by categories of expense. 

Mr. Ho.irtevp. You have at the top here “Allocated budgetary ex- 
penditures.” 

Mr. Srans. Yes. That is an allocation to each class of mail of the 
total budgetary expenditures, but the budget itself does not allocate 
by classes of mail but rather by type of expense, such as for wages, 
transportation, supplies, and so on. 

Mr. Ho.irretp. What is the basis of that allocation? Is it based 
upon figures of costs in the department 

Mr. Srans. Let me say again the budget does not give us money in a 
certain amount to handle first-class mail or a certain amount to handle 
second-class mail. 

Mr. Houtrievp. I understand that. That is why the word “allo- 
cated” is there. 

Mr. Srans. Yes; because costs are allocated to the various classes of 
mail and services through the cost ascertainment system. 

Mr. Houtrrerp. Tangible costs? 

Mr. Stans. Apportioning actual expenditures. 

Mr. Houtrtetp. But which are based on tangible costs ? 

Mr. Srans. I have difficulty reeognizing the word “tangible.” 

Mr. Houirtevp. We are equal on that because I have difficulty recog- 
nizing the word “intangible,” so we are even. 

As to tangible costs on my book, if I were running a taxicab service 
and I bought 500 gallons of gasoline and it cost me 20 cents a gallon, 
I would put down the figure and that would be to me a tangible 
cost. 

Mr. Srans. I will accept that definition for this purpose. 

Mr. Horirtetp. I assume that these allocated budgetary expendi- 
tures were based on items of tangible costs. 

Mr. Stans. In that sense; yes. 

Mr. Hottrrevp. That you could identify, such as wages, such as 
lease rentals on buildings, and all other tangible costs which can be 
put down in this figure and added up and brought to a total of $978 
million. 

Mr. Stans. In that sense the gentleman is correct. 

Mr. Houirtevp. Mr. Chairman, on March 21 I asked the Postmaster 
General to supply me with certain information. I have been sup- 
plied with three charts and a letter from the Assistant Postmaster 
General, and I referred to one of those charts in questioning Mr. Stans 
here. I would like to have the matter printed in the record, if it is 
permissible. 

The Cuamman. Very well. 

(The information appears on pp. 86-89. ) 

Mr. Ho.irtetp. I want to thank the Postmaster General and Mr. 
Stans for supplying that information. 

Mr. Corserr. Mr. Chairman, a further parliamentary point. Who 
presently has the floor? Mr. Porter or Mr. Holifield ? 

The Cuatrman, It is hard to tell. 

Mr. Ho.trrexp. I asked the gentleman to yield and he yielded. 
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Mr. Corserr. That is what I wanted to find out, because I wanted 
to ask one of you to yield and I wanted to find out which one had the 
floor. 

Mr. Hoxirienp. You will have to ask Mr. Porter because I do not 
believe I could act in the third person. I would prefer that he not 
yield at this time until I find out what the answer is to this set of 
figures furnished me by the Post Office. 

Mr. Correrr. How much longer will that take, do you imagine? 

Mr. Hotarrevp. I think I can be through in just a couple of minutes. 

The CHamman. I will state that these hearings will be concluded 
tomorrow morning. You may proceed. 

Mr. Porter. I will yield. I want to say my distinguished colleague 
over there has been very forebearing with me and he has someplace 
to go, and I would appreciate your finishing it. 

Mr. Hemenmn. Mr. Chairman, I was very much interested in his 
statement because there are some of us here who might be interested 
and might want to ask some questions. 

The CuHamman. You will have all tomorrow morning. 

Mr. Hemputiiyi. Suppose we do not finish tomorrow morning? 

The CuHarrman. We will have to finish. We will keep on until we 
do finish before the recess, because the committee is going into execu- 
tive session after returning from the Easter recess. 

Mr. Hempntiy. If the questions are not completed I just do not 
ask the questions; is that the answer ? 

The Carman, Yes, sir. 

Mr. Hempnitx. I appreciate the gentleman’s statement. 

The Cuatrman. Let us proceed as expeditiously as possible. 

Mr. Hotirterp. According to the figures as near as I can find here, 
you show a deficiency in the first-class mail service of $29.9 million: 
roughly $30 million. Then in the next column you estimate a realloca- 
tion of costs for intangible factors and you put another $316.3 million 
in there, and this is where I fail to find an understanding of the word 
“intangible” because this represents intangible factors and you carry 
that on over and you show a deficiency of $346.2 million on your first- 
class mail receipts and costs. 

[t is on that point of $316.3 million which is allocated to intangible 
factors, which is where I say the weakness of your case stands, 

I cannot quarrel with the $29.9 million because up to that point I 
think you are following a recognized accounting practice, but when 
you pass that line there, then it is the bringing in of this intangible 
factor which I do not believe the General Accounting Office will 
approve. r 

Mr. Srans. The accounting results go up to the point at which the 
column for intangible or service factors is added. In my opinion the 
accounting results are adequate and I am glad to have the gentleman’s 
satisfaction with them. 

Mr. Houtrtevp. I say I am satisfied with them from the face of the 
figures. Of course I have not scrutinized them, but I at least approve 
of the method of it and I am not casting any doubt on the figures 
either. 

Mr. Srans. I understand. I would like to add that unfortunately 
the gentleman was not here several weeks ago when I explained in 
specific detail a great many of the service conditions that require us 
to spend money in order to expedite first-class mail, nor was the 
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gentleman here yesterday when I answered specifically a question, “If 
the cost ascertainment is sound, why does the Post Office adjust the 
cost for service or intangible factors?” 

I gave a detailed answer to this question in my statement of 
yesterday. 

Mr. Hortrrecp. Was that in your prepared statement ? 

Mr. Srans. Yes; it is. 

Mr. Ho.irterp. I will read it. 

Mr. Cornett. Will the gentleman yield now ? 

Mr. Porrer. May I make one statement. 

Mr. Chairman, I requested that these various experts appear before 
this committee. I recognize the situation the committee is in and 
that the chairman is in, but certainly the cost ascertainment is the 
basis for these proposed rate increases and the sampling techniques 
are so-called, and'these men have so told me. The chairman of the 
committee told me that it was based on guesswork. The chairman 
told me that. Certainly we ought to hear these people. 

The CuatrmMan. We will have these men here at 9 o’clock tomorrow 
morning. 

Mr. Stans. May I make a remark about the guesswork ? 

On July 14, 1953, I testified before this committee in a postal-rate 
hearing at great length. I was not then associated with the De- 
partment. I was an independent certified public accountant ex- 
pressing my opinion on the cost ascertainment system. I explained 
at that time in great detail the mechanics of the system, how it works, 
how it employs factors down to several decimal points in the measure- 
ment of the costs of delivering the classes of mail or the allocation 
of transportation according to cubic foot-miles, and so on. I would 
like to refer my statement to the gentleman again. I can either 
repeat it in this hearing for him, or 

The Cuatrman. That is not necessary. Let us not prolong this 
hearing. 

Mr. Porter. I yield to Mr. Corbett. 

Mr. Corsett. Thank you very much. 

Mr. JoHANSEN. Will the gentleman yield? 

Mr. Corsert. Briefly ? 

Mr. JoHansen. I thought the gentleman was finished. I will 
defer. 

Mr. Corsetr. Please. Thank you. 

Mr. Chairman, I recognize that the line of questioning that was 
being followed is very valuable and very important and certainly 
it may be just as important as what I have to say, but I did wart to 
get some things raised here which I believe are of general interest 
to the committee and to the Congress. I would like to say by way 
of preface that I am simply trying to be as objective as possible 
in dealing with this very complex problem and nothing I say or omit 
is going to be prejudiced toward any particular point of view. 

However, I am concerned very much. 

Now, in the matter of first-class mail, it was once suggested, through 
the press at least, that the Department may come in here with a recom- 
mendation for a 5-cent letter. If that is correct, why was the 5-cent 
fee forsaken ? The 

Mr. SummerrieLp. You will recall that the President’s budget in- 
cludes an item of $654 million for postal-rate increases. We tried 
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to properly determine and allocate the costs of the various mail classes 
‘tha give proper recognition to the preferment or deferment of service 
each receives. When we finished we were convinced that if the proper 
relationships among first-class mail, second-class mail, and third-class 
mail were to be maintained, the 4-cent letter rate was the amount 
which could be completely justified in relation to the proposed in- 
creases in second and third class which are contained in the bill that 
is before this committee. 

Mr. Corserr. A further question. Recognizing some admuinistra- 
tive difficulties in treating local and nonlocal mail separately, how 
much consideration has been given to the possibility of keeping the 
local rates at, say 3 cents, and the nonlocal at 5. We recognize an 
obvious difference in the cost of handling. 

Mr. Srans. We considered that very carefully, Mr. Corbett, again 
this year. One of the overriding facts is that labor is our major 
cost and transportation is a small part of our expense insofar as the 
first-class letter is concerned. The average out-of-town letter costs 
about a half cent more to deliver and handle than the average in-town 
letter. We do not feel that this cost differential would justify a rate 
difference of 1 cent or 2 cents as the gentleman suggests. 

Furthermore, the administrative difficulties would be tremendous. 
The Department had an experience some 15 or 20 years ago when 
there was a rate difference between the in-town and out-of-town 
letter. It created many administrative difficulties and expenses for 
the Department and caused much public inconvenience. 

Mr. Corserr. Right now when you go into a post office in any 
large town they ask the patrons of the mail to put their local mail 
in one slot and their out-of-town mail in another, and I understand 
that they are getting almost 100 percent cooperation on that. 

Mr. Srans. Yes; but unfortunately the patron is not always in- 
formed as to what is local and what is out-of-town, particularly in 
many communities like Los Angeles, where there are post offices within 
the city. We have a number of similar situations where post offices 
are located within a city or an area that are operated as independent 
units. The patron cannot be expected to know about such situations. 

Mr. Corsetr. Those of us that are going to have to go back and face 
the irate patrons of the mail will find they will say to us, “Now on 
this matter of local mail that does not have to go by plane, train, or 
bus, and does not have to handled in bags, and loaded and unloaded 
and re-sorted and all that sort of thing; why should be have to pay 
as much for a letter that is going around the corner as we have to 
pay for a letter that is going to Hawaii, or Guam, or Alaska?” And 
we have to answer that question. 

Mr. Stans. Hawaii, Guam, and Alaska are extremes. 

Mr. Corsertr. I meant to use an extreme because that is what they 
do to us. 

Mr. Stans. I think the answer to this is the one I stated previously: 
That labor is the major portion of the cost of operating the postal 
establishment, representing almost 80 percent of our total expendi- 
tures. ‘Transportation costs are a small part of the total. 

Mr. Corserr. Is there not a whole lot more labor now involved 
in handling the out-of-town mail ? 

Mr. Srans. Not a great deal. The distribution processes are about 
the same. ‘Transportation amounts for the main differences in cost, 
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including the labor involved in transportation. This expense dif- 
ferential makes the average out-of-town letter cost only about a half 
cent more than the average in-town letter. 

Mr. Corserr. I would like the gentleman to know that on a matter 
of public acceptance it is my very certain position that we would get 
far more of it if the cost of local mail is not increased as much as the 
cost of out-of-town mail. 

So much for that. 

I just want it on the record. We have to face the matter of whether 
the inconvenience of the postal employees and the administration is 
more important than the cost to the patrons of the mail, and it is a 
pretty sharp question for us to meet, in fact from the large depart- 
ment stores, the small retail outlets, the utilities, and so on, and the 
people who have to send back by mail either their bank deposits or 
their checks to pay bills are very much concerned about why they have 
to pay as much for the local mail as they do for the out-of-town. 
They cannot see that there is not a great difference. 

Going to second-class mail now—and I am hurrying as fast as I can, 
Mr. Chairman—we get into something that is not new, but the em- 
phasis is new on the unit cost of handling second class. 

We find there that we go down to the point where some items are 
handled for as little as an eighth of a cent per copy right now, or a 
unit. Now then with most of the rates in there being based on pounds 
we have another tough thing to justify, and that is why, when the cost 
per unit of handling a piece of mail is, say, a cent or a cent and a quar- 
ter or a cent and a half, we put a heavy tariff on the heavier magazines 
or newspapers and keep the rate so very low on the units; in other 
words, on the bulk, minimum bulk. 

Mr. Srans. No heavier tariff is being placed on the larger maga- 
zines simply because the smaller ones get a very low rate. It is true, 
however, that smaller ones do get a low rate and an eighth of a cent 
per piece is extremely low. 

Mr. Corserr. I am thinking that the increases would hit the heavier 
ones much larger than the smallest ones; is that not correct? 

Mr. Srans. Not percentagewise, because if we increase the mini- 
mum rate from one-eighth of a cent to a quarter of a cent, that will 
be a 100-percent increase in postage for some small mailers. 

Mr. Corsetr. But when we get into percentages we are really confus- 
ing the picture. 

Mr. Stans. I am just trying to answer the gentleman as acccurately 
as I can. The fact is that this very low minimum rate ought to be 
increased substantially over a period of time, the minimum piece rate 
in this bill is increased to a quarter of a cent. This is one reason 
why we did not ask for more than we did on second-class mail as a 
whole. 

The gentleman may recall that in the chart showing the revenue 
needs of the classes of mail we showed that if second-class mail were 
to pay 50 percent of its cost it would have to pay $102 million in 
additional revenue, If we assessed $102 million of additional reve- 
nue against second-class mail in this bill with a low minimum rate of 
a quarter of a cent, then we would be doing what the gentleman says 
we should not do. We would be asking the large mailers to pay an 
sachen share of the cost of carrying the publications of the small 
mailers. 
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This is the reason why the increases in this bill only amount to $33 
million on second-class mail. 

Mr. Corzerr. I would like to correct just one statement. At this 
time I have not said what they should do. I am not asking what they 
should do. 

Mr. Srans. I did not mean to imply that. 

Mr. Corzetr. We will strike that out if you please, because I have 
to get out from under all these figures before I will know what I am 
going to do. I am a little confused at the moment, but the question 
is undoubtedly going to come and I very definitely expect that there 
will be an amendment offered to this bill to increase the minimum rate 
and hence I think it is a matter of very deep concern to the committee. 

I believe, if I recall correctly, that the gentleman said yesterday 
that some of the users or one of the users of second-class mail had 
indicated that they would favor a minimum increase up to 1% cents 
per copy. If I remember rightly the testimony was that they would 
not recommend that particular increase. Does the gentleman recall 
that? 

Mr. Srans. I recall it and I think the explanation is that they 
inferred that the minimum rate ought to be 114 cents, but they did not 
specifically recommend such a rate in this legislation. 

Mr. Corserr. Or they specifically said it should not be. 

Mr. Stans. They disclaimed any recommendation on the point; 
is that not correct ! 

Mr. Corzerr. Yes. I think that ought to be in the record. 

On third class we come into something here interesting again. 

The gentleman, Mr. Porter, yesterday raised the questions which 
applied to second as well: What is the impact of the proposed rates 
on the user? What happens when we reach a point of diminishing 
returns? What happens to volume? What happens to the economic 
welfare of the country ? 

All those questions are of deepest concern to us, because that is what 
they write in to us about. That is what they get us on the street 
corner about and give us some sharp criticism. In that field the state- 
ment was made here yesterday or the day before that in 1926 third- 
class mail paid about 98 percent of its total allocated cost. The history 
of that is not entirely clear in my mind, but is it not true that we did 
not have bulk mail until 1928? 

Mr. Stans. That is correct. 

Mr. Corserr. And then is it further correct that in a law passed in 
1925 or 1926 the cost of third class was moved up to about 2 cents and 
that the falling off of business was so great in 1927 that this whole 
new concept of bulk mail became law in 1928. I am really not sure. 

Mr. Srans. All I can do is quote the figures, Mr. Corbett. The 
number of pieces of third-class mail in 1926 was 

Mr. Corsetr. Better have 1925. 

Mr. Stans. That was before the cost ascertainment system was in 
existence. 

In. 1926 third-class mail volume was 3.9 billion pieces; in 1927 it 
was 4 billion; in 1928, 3.8 billion; and in 1929, 4.3 billion. 

At the same time the ratio between revenues and expenditures was 
97.5 in 1926 and 94.1 in 1927. 

Mr. Corserr. I think that is sufficient. Here what we have is the 
fact that while we may have absorbed pretty easily, or with some 
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difficulty, the last increase in third class, half a cent a unit or 50 pereent 
overall, it occurred in a time when the coutry was enjoying the highest 
prosperity, when you had companies anxious to get into the business 
of making profits, getting part of this great consumer demand and 
converting it to profits, and I am really fearful that the impact of the 
proposed increase in third class to 2 cents and then to 214 cents could 
be very, very detrimental to what is a big business ‘now in the United 
States. 

In my own case, where I use a lot of third class, where originally 
I sent out 100,000 copies of letters to people that were impatiently 
waiting the message from their Congressman, it cost me $1,000. Now 
it costs $1,500. U nder this bill it 1s going to go to $2,000, then to 
$2,500, and I can assure you as one user of third class I am just not 
going to do it, because I cannot afford it. I am going to take ads 
in the w eekly papers, I am going to buy some radio time, and I am 
going to resort to other media, because with the $2,500, one mailing 
brings me up to the legal limit imposed by the Corrupt Practices 
Act on campaign expenditures. It is just simply that. 

Again in connection with Mr. Porter’s point, the impact of an 
increase of that much when you translate it into dollars is a terrific 
impact, and if it does not pass the point of diminishing returns, ev a 
in a period of prosperity, I will be greatly surprised. I wonder 
the gentleman has any fears along the same line. 

Mr. Rees. I get more mail in opposition to this third-class mailing 
than anything. 

Mr, Corsert. I do too, and I believe it come from the people who do 
not have the faintest understanding of the third-class mail situation. 
They are emotional outbursts in the mail. 

The Cuarrman. What about the volume of third-class mail since the 
last increase ? 

Mr. Srans. I was about to answer the gentleman with some of these 
figures. There have been two rate increases effected, one in 1949 and 
one in 1952, and in both cases the volume of third -class mail increased 
the following year. 

Mr. Cornett. I want to interrupt the gentleman at that point be- 
cause I just a few moments ago pointed out that here was a period of 
golden opportunity for the retailers, the people who sell in this 
period of prosperity, and I am just afraid if we use those figures we 
are using figures for an exceptional period. We might be approach- 
ing the opposite situation here and loading increased costs at a time 
when business might be falling off slightly. 

Were there not other factors involved there? Wasthere not a period 
of time when even on city delivery you could send out third-class 
mail without an address ¢ 

Mr. Stans. Yes, city delivery of unaddressed mail was permitted 
from August 1953 to March 1955. 

Mr. Corserr. And that resulted in a tremendous volume of third 
class. 

Mr. Stans. There was an increase of almost 10 percent in the 
volume of third-class mail as a result of the extension of unaddressed 
mail service. However, after the service was withdrawn, there was 
only a very normal decrease in third-class piece volume the succeed- 
ing year. 
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Mr. Corsetr. I will concede obviously that third-class mail in- 
creased, and for the third-class mail advertising business during this 
period I think some increased postage was very much justified, and I 
voted for that increase, and I do not think it hurt, but I am awfully 
concerned about continuing to go further and further, and I believe if 
we adopt both increases we will then have a situation where third 
class, according to the gentleman’s testimony yesterday, will be pay ing 
83 percent of its allocated costs rather than the recommended 75 per- 
cent. 

Mr. Srans. If there are no cost increases between now and July 1, 
1959, that is correct. 

Mr. Corsetrr. Just one other field that I would like to get into a lit- 
tle bit. 

I would like to mention in passing, Mr. Postmaster General, that 
where you answered about the proper relationship, there again, as 
between first and third we have had a relationship in most recent years 
of third paying about one-third of first, the 1 cent to 3 cents. Then 
it went up to the point where it was 50 percent. Now, if we put in the 
total increase here again we have raised the relationship to what? 
Sixty-seven percent ¢ 

Mr. Srans. It would be 6214 percent. 

Mr. Corserr. All right; so we have been destroying that relation- 
ship along that line. I do not want a comment. I will just put that 
on the record. I think that is there. 

The thing, Mr. Stans, that I am really most concerned about in this 
whole situation, and I think the thing which gives us our guideposts, 
is that over all the years the witnesses have come in here and talked 
about the matter of public welfare features. There is now increased 
attention to the out-of-pocket costs and soon. It was only under this 
administration that it was finally realized that there were some public 
welfare features or public service features that should not be charged 
to the deficit of the Post Office, so in the last few years we have gradu- 
ally eliminated some of those items, the most obvious being the frank 
and penalty mail, the airline subsidy costs, and things of that sort. 
That has all been done, despite the fact that when we hear about the 
losses over a period of years those things are still counted in that total 
deficit. 

I think the total deficit over the last 10 years ought to take those 
things into account, and therefore would be reduced by some $2 billion 
in this case. 

We move along into this situation where the Department, having 
recognized these things as public welfare costs, you have only agreed 
to recognize the loss which is the difference between what you would 

have got by charging the rate and what you got by giving a preferen- 
tial rate. 

The group from Time and Life and others came in here and said, 

“You ought to charge over to the Treasury the loss on the basis of out- 
of-pocket costs.’ 

Myself and others have raised the question as to why don’t you 
charge the entire loss. In other words, if we are going to give free 
service or preferential service, it costs the Government X ‘numbers 
of dollars to do it. Why should not the Government then pay X 
numbers of dollars and have it charged against it? 
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The minimum I think that you should take out is the out-of-pocket 
costs, but you gentlemen have seen fit to only reduce the amount of the 
subsidy within the subsidy. I am sure the gentleman understands. 

So there is a subsidy to second class, and then within second class 
we give a preferential rate, and you only deduct the difference between 
those two, the going rate and the preferential rate. I submit that the 
least you should take out is the out-of-pocket costs and I think that 
you ought to take out the total costs. 

I would appreciate the gentleman’s comments on that. 

Mr. Srans. We have discussed that a great many times here and 
I think our position is very clear. 

If anyone receives a discount from the price that regular mail users 
pay, the measure of his subsidy is the amount of that discount. We 
have taken the position that the difference in the rates which are 
granted to mailings of nonprofit organizations, free mail for the 
blind, and free-in-county and the rates that anyone else would pay who 
did not come within these exempt categories, would be the measure 
of the subsidy. 

Now, if there is, as the gentleman says, a subsidy within a subsidy, 
that means that the Congress should take a look at the question of 
second-class rates as a whole. 

Mr. Corsetr. We can drop the word “if.” There is a subsidy, is 
there not? Can’t we agree on that? 

Mr. Srans. That is a matter of ratemaking resulting from the 
action of the Congress, and I am not sure that it is a subsidy, but for 
these purposes let us call it one. 

The point is that we should first isolate the subsidies that exist in the 
form of preferred rates. Then if there is another subsidy in regular 
second-class rates we are dealing with a different matter. This sub- 
sidy should be identified as one for all second-class mailers as a whole. 
We do not believe that so long as second-class rates stay where they are 
or so long as they fail to pay more of their costs the subsidy for free- 
in- county should be computed at fully allocated cost of $13 million. 
We think this subsidy is the difference between free postage and the 
postage that would be paid under regular rates, which is $800,000. 

Mr. Corsett. Right there again is where the public hits we people 
in Congress over the head. 

The Cuatrman. Are you about through, Mr. Corbett? 

Mr. Corserr. About 2 minutes. 

We get a situation where the Congress might decide, let us say, to 
give handicapped persons free mailing privileges. Congress votes it. 
It costs the Post Office Department so much money to handle that 
mail. Why should it not all be charged to the Treasury, because the 
Congress says that this should be done? 

Mr. Srans. Certain second-mailers who now receive subsidies at one 
time paid the same regular second-class rates as all other general 
categories of mailers. In 1951, when second-class rates were advanced, 
certain groups were exempted from the rate increases. The subsidy 
took place at that time. It is our position that the extent of the sub- 
sidy should be measured by the differential between the rates paid 
by these exempt groups and the rates paid by regular mailers. 

Mr. Corserr. So long as we do not. have that matter clear and firm 
the argument still is going to persist that we are charging the users of 
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the mail for public welfare and public service authorized by Congress. 

Mr. Stans. If H. R. 5206 is enacted as it was reported out of this 
committee a short time ago, then that argument will be invalid. The 
only question remaining will be whether all second-class mail receives 
a subsidy. 

Mr. Corpserr. Oh, no, sir. If that bill passes and it contains the 
smaller charge to the Treasury, that is not the end of the matter. 
Some other Congress with greater wisdom might decide in our favor. 
There is always that possibility. 

Mr. Stans. Let us just say some other Congress might decide 
otherwise. 

Mr. Corserr. Just perhaps 1 more question or 2. 

Why that puzzles me on the part of the Department is it makes their 
deficit look bad. It maintains an argument against the proposed 

rate, and I feel that if the Department ‘would take 1 or 2 of the other 
positions they would protect themselves against that argument and 
they would help us in dev eloping the increases which I know you hope 
we will vote for. That is just about the nub of the thing with the final 
item that there still are some things left in the area between obvious 
public service and obvious charges to the users of the mail, which are 
still in that gray area, and those things need to be settled finally before 
we destroy the argument that unfair charges are being leveled on the 
users of the mail. 

Mr. Chairman, I just want to say I appreciate the gentleman’s point 
of view and I am glad of this opportunity to have raised these 
questions. 

Mr. Stans. Thank you. 

The CuHamman. Mr. Hemphill. 

Mr. Hempuiwy. Mr. Stans, along the line of questions that Mr. 
Corbett was pursuing, I was very much interested in your statement 
yesterday about identifiable public welfare services which were in- 
cluded in your figures. In keeping with that I went back to some of 
your other testimony, a statement on H. R. 5206 and the financial 
annual report of the Postmaster General of 1956. I am just telling 
you that because that is the source of my information; also your testi- 
mony before the Senate subcommittee the other day in which you said 
that. you estimated, or agreed with an estimate, that insofar as fourth- 
class mail was concerned the railroads were getting about $100 million 
more than they were charging Railway Express. 

aa of course is part of the deficit, that $100 million: is it not? 

Mr. Stans. May I answer that more carefully than “Yes” or “No”? 

Mr. Hempuityn. Certainly. 

Mr. Srans. I think the gentleman has drawn the wrong inference 
entirely from that series of questions before the Senate committee. I 
did not agree nor does the Post Office agree at all that there is any 
subsidy in the rates we pay the railroads. The fact of the matter is 
that the Interstate Commerce Commission has said a number of times 
that the prov ision of the law referred to in the report of the Citizens’ 
Advisory Council to the Senate committee is obsolete, unworkable, and 
has no application. 

The only questions that were asked me were: If the law were effective 
and if computations could be made would it be a substantial amount? ; 
and I said “Yes; it would.” The next question was: Could it be as 
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high as $100 million? I said “I would not be surprised.” I have no 
way of knowing what it is. They were hypothetical questions, but 
the basic proposition is that neither the Post Office Department nor 
the Interstate Commerce Commission agrees that there is any subsidy 
to the railroads in the rates that we are paying. 

The Cuarmman. If there should be a subsidy and it should be re- 
moved that would not eliminate the need to increase these rates 
that this committee is considering. It would just mean thatthe Inter- 
state Commerce Commission would have to lower the rates on parcel 
post, because the law says parcel post must pay its way, and the 
Interstate Commerce commission fixes the rates for it. 

Mr. Srans. That is correct. ; 

Mr. Hemruity. My line of questioning, Mr. Stans, was if that 
amount which you said you would not be surprised was close to $100 
million, is a fact—and of course that is an item to be considered in 
considering the Post Office deficit, is that not right, sir? 

Mr. Srans. If by law it isa subsidy at all. 

Mr. Hemputm. I notice in your cost-ascertainment report that you 
show an excess of cost over revenue on, for instance, exempt publica- 
tions, to the extent of approximately $46 million I believe in 1955. I 
do not have the 1956 figures. 

Mr. Srans. That is correct. 

Mr. Hempuiy. Following the line of Mr. Corbett’s questioning, that 
is somebody’s responsibility. Is that the responsibility of the Govern- 
ment since it furnishes this exempt service or exempt rate, or is that 
the responsibility of some other class of mailers? 

Mr. Srans. I think it is the responsibility of Congress to fix the 
proper rate. If the Congress has not fixed adequate rates on second- 
class mail as a whole then that class of mail is going to show a disparity 
between its revenues and its expenses. 

Mr. Hempniy. There isn’t any doubt about the fact that that $46 
million is a part of the deficit, is there ? 

Mr. Stans. There is no doubt about that fact. 

Mr. Corserr. Mr. Hemphill, would you yield there just a moment? 

I want to pursue that point. 

Mr. Hempniiy. Yes. 

Mr. Corserr. Right there, if the Congress in its wisdom decides 
that second-class should go at a cheaper rate because of its benefit to 
the public, there agam you should not charge first and third class to 
make it up; should you? It ought to be the Treasury. 

Mr. Hemrpuiw. I agree with the gentleman thoroughly, but when 
we go into the public welfare feature, that is a public welfare feature, 
not only of the deficit but in any consideration of the ratemaking. 

Mr. Stans. That is a public welfare feature; but only to the extent 
of the difference between the rate the nonprofit organizations pay and 
the rate that organizations for profit pay, and this amounts to only 
$3 million, If these exempt groups paid regular rates of postage and 
had not been exempted a few years ago from some increases they would 
only pay $3 million more than they now pay. The difference of $43 
million is part of the spread on second-class mail as a whole and should 
be dealt with as part of the question of what second-class mail’ as a 
whole ought to pay. 

Mr. Hemrnit. The fact remains they are still exempt publications 
and there is no provision in this bill to make that part of it; is there? 
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Mr. Srans. That is correct. 

Mr. Hempuity. And the fact remains that you still lose $12 million 
or $13 million a year on books and that is indicated as a public wel- 
fare feature; is it not? 

Mr. Stans. That is right. There is a different parallel there and I 
am glad the gentleman mentioned books because perhaps I can draw 
the distinction. Books are classified as part of fourth-class mail and 
fourth-class mail is required by law to pay its full allocated cost. 
However, Congress withdrew from the Post Office Department the 
authority ovr the fixing of rates on books and fixed those rates at a 
point where there is a loss of about $14 million a year. 

Our position is that if books paid the regular parcel post rate we 
would not lose $14 million. We would get $14 million more revenue 
and therefore that is the measure of the subsidy. 

Mr. Hemrpniy. Just one more question. I see I am taking more 
time than I thought. 

You have certain special services in which in 1955 you showed a loss 
of approximately $47 million or $48 million. Doesn’t the Post Office 
Department have the right to adjust those rates, such as certified mail 
insurance, C. O. D., and so on? 

Mr. Stans. Yes; it does. 

Mr. Hempuiti. Has any attempt been made to adjust those rates 
to take care of this excess of cost over revenue ? 

Mr. Srans. We have studied the matter from two aspects in great 
detail; one, the idea of all possible simplifications in the service to see 
if we could reduce the cost. We have instituted a great many cost- 
saving procedures and have a few more still to be installed. Beyond 
that some of the rates need adjusting upward and we have studies 
about completed to increase those rates simultaneously with an in- 
crease in postage rates. We think they should be increased. 

Mr. Hemrui. Do you think it is morally right for first-class users, 
for instance, to be charged some additional to pay for what the deficit 
is or cost over revenue in that particular category of special service, as 
a moral factor ? 

Mr. Stans. As a moral factor, I would answer you this way: These 
special services are, in business parlance, byproducts. They are sub- 
sidiary or supplemental products. They are not part of the basic mail 
classifications. Therefore, as in industry, the pricing of byproducts is 
on the basis of what the service is worth and in terms of the value to 
the mailer. 

When we have recovered that, then there is no loss shown on the by- 
product. The cost differential has to be borne by the major products 
and that is the procedure we have employed here in our cost ascertain- 
ment summary. 

The loss that we sustain on these special services or byproducts is 
absorbed by the main services of the postal establishment, which are 
the four classes of mail. 

Mr. Hempuiw. Despite the fact that you have the authority to ad- 
just the rates? ; 

Mr. Stan. We have adjusted some of them and we will adjust others, 
but we will not be able to adjust them to the point of recovering $48 
million more. 

Mr. Corserr. Will the gentleman yield there / 
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Mr. Hemput. Let me make a statement. I am not going to ask 
any more questions because of the time. 

I would like to insert a statement in the record which I will prepare 
and send, because I do not have the time to ask the questions I had 
prepared. It would take probably an hour or so. 

(The statement is as follows :) 


STATEMENT OF HON. Rospert W. HEMPHILL OF SouTH CAROLINA, A MEMBER OF THE 
CoM MITTEE 


Mr. Chairman and gentlemen of the committee, since the hearings are to con- 
cluded on tomorrow, and I find there will not be time to examine before the com- 
mittee the witnesses which I have waited patiently to examine, without unduly 
burdening other members of the committee who want to ask questions, I would 
like to include in the record at this point certain letters which I have received: 


CHESTER COUNTY DEVELOPMENT Boarp, 
Chester, 8S. C., March 27, 1957. 
Hon. Rosert W. HEMPHILL, 
229 House Office Building, 
Washington, D. C. 


Deark Mr. Hempuitt: The provisions of H. R. 5836 and 8S. 1534 will adjust 
postal rates to put the Post Office Department on a more self-sustaining basis. 

I notice exemption of certain nonprofit groups from increase of second- and 
third-class rates. Apparently, chambers of commerce are not included in these 
exemptions. 

Small chambers of commerce work on very limited budgets and since much of 
their expense is for mail service, nonexemption would create a definite hardship 
to us. Being an eleemosynary corporation, we feel we are just as much entitled 
to exemption as other groups. 

We would deeply appreciate your assistance in having this inequity adjusted. 

Yours very truly, 
J. W. GRAZIER, 
Ezecutive Director, 


LANCASTER CHAMBER OF COMMERCE, 
Lancaster, 8. C., March 25, 1957. 
Hon. Rosert W. HEMPHILL, 
United States House of Representatives, 
Washington, D. C. 

Dear Mr. HEMPHILL: I have just reviewed the provisions of H. R. 5836 
and S. 1534 which will adjust postal rates to put the Post Office Department on 
a more self-sustaining basis. 

Certain nonprofit groups are exempted from the increase in second- and third- 
class rates. These are religious, educational, scientific, philanthropic, agricul- 
tural, labor, veterans, or fraternal groups. 

My interpretation here is that chambers of commerce would not be exempt. 
Will you please advise if this is correct? This rate increase will mean a great 
deal to small chambers in particular and I feel that we are just as entitled to 
an exemption as the above groups. 

Thank you for your assistance. 

Sincerely yours, 
Cuaries A. Bunny, Manager. 


HERALD PUBLISHING Co., 
Rock Hill, S. C., March 11, 1957. 
Hon. Rosert W. HEMPHILL, 
229 House Office Building, 
Washington 25, D. C. 

Dear Bos Hempuityt: Thank you for your letter about the “free in county” 
postal service for newspapers. 

The phrase is a deceptive one. 

Actually, postage is charged for the great majority of copies of a newspaper, 
weekly or daily, which is handled through the mails in the county of publication. 
Postage is charged on all copies which go R. F. D. Postage is charged on all 
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copies, which .go to communities with city delivery, including to boxes in the 
post offices where there are city deliveries. ‘Free in county” is limited to copies 
going to boxes at post offices where there is no delivery at all. 

So, elimination of the “free in county” would add only slightly to the mailing 
costs of even the smallest newspapers. And elimination of this would dissipate 
the impression that such “free in county” covers much more service than it 
actually does. 

Sincerely, 
TALBOT PATRICK. 


GREAT AMERICAN TEACHERS AGENCY, 
Allentown, Pa., March 20, 1957. 
Hon. Rosert HEMPHILL, 
House Post Office Committee, 
House Office Building, Washington, D. C. 

Dear Sir: As a member of the House Post Office Committee, you are con- 
fronted with some tremendous problems and I feel that you are eager to do the 
right thing. You have received a recommendation from the Postmaster General 
to increase the first-class rates from 3 cents to 4 cents and I understand from 
some quarters, the recommendation has even been made to raise it to 5 cents. 

You know as well as I do that first-class postage has always paid for its own 
way without a deficit, and is still doing it. So, why make the users of first-class 
mail bear the brunt of the postal deficit? Why not increase the rates where the 
deficit actually is created—the third- and fourth-class mail? I observe daily 
our postman loaded down with third- and fourth-class letters. Quite often this 
results in curtailed and late deliveries. Up till 8 years ago we had two de- 
liveries—and on time. Today we have one delivery and it is from 1% to 2 hours 
later than it had been. So the Post Office Department has already penalized us 
and made a 50-percent saving by giving us 1 delivery instead of 2. 

If it pays business to advertise by mail, using third and fourth class, I am sure 
that profits can stand paying for first-class mailing. We have tried third- and 
fourth-class mail and find it pays to use first class because first-class mail re- 
ceives more attention, so others would find the same to be true. Why should 
eertain businesses be favored at the expense of other users and taxpayers? 
Newspapers, however, I feel should be given special consideration because they 
serve the public welfare. So, my recommendation is to cut out all reduced 
postage that doesn’t pay for itself. Raise all mailings to three cents and the 
deficit will be pretty well taken care of. 

Of course, there are other economies which can be effected. As a member of 
a committee to check on postal services throughout the United States, we find 
postal service is good as a whole. However, in some sections of the country it 
definitely needs some attention. Perhaps by effecting economy in areas where 
inefficiencies exist quite a saving could be accomplished. 

If you have any questions on the points I raised I will be glad to answer 
them. 

Yours very truly, 
W. S. Bercer, Manager. 

P. S.—The foreign spending program also needs curbing. In fact, eliminated. 


Detroit, Micu., April 11, 1957. 
Hon. Rosert W. HEMPHILL, 
Member of Congress, Fifth South Carolina District, 
Washington, D. C. 

DEAR CONGRESSMAN: I had the pleasure of hearing the CBS broadcast via 
WJR, Capitol Cloakroom,’ wherein you discussed the current postal situation 
with Mr. Griffin Bancroft and the gentleman from the Third Michigan District, 
the Honorable A. E. Johansen. 

May I advise that the Congress consider that any increase of the local letter 
rate, now 3 cents, will be passed on to the general public by the public utility 
concerns (gas, electric, water) through increased rates—hence placing an unfair 
burden on the consumer—already burdened by ever-increasing charges. 

Why not retain the 3-cent rate exclusively for local letters; postal cards to 
remain at 2 cents; for out-of-town letters, 5 cents. No thinking person will fail 
to realize that the cost of delivery is greater in ratio to distance covered—hence 
the flat rate, 5 cents, inasmuch as a zonal rate would result in confusion. 
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Why not abolish the franking privilege and place a 1-cent charge per item 
in lieu thereof? ‘The President pays postage on his letters, so why not others? 
And see to it that no Postmaster General “blackmails” the Nation because for 
some reason he hasn’t kept within budget limitations. 

Frankly, I cannot resist the urge to comment that had the politicians to spend 
their own money as they do the wealth of this Nation, there would be a decided 
effort to get value in full for every dollar spent. 

Remind Summerfield to put glue on his postage stamps and the public will 
feel better inclined to pay more for them. 

Respectfully yours, 
C. F. G. WAINWRIGHT. 


CANAAN, CONN., April 11, 1957. 
Representative HEMPHILL, 
Washington, D. C. 

Dear Sir: I was very interested in your debate with Representative Johansen 
on CBS. The leading question and thought I would give you facts as to con- 
ditions here. 

When I came here in 1941 my post office box cost $2.40 a year. About 5 years 
ago it went up 50 percent to $3.60 a year. We have to go for the mail using 
our own car, the round trip being 3 miles. That is what it costs us for our 
mail so the Government is being recompensed in our case, whereas in a city it 
is entirely different. 

What has provoked me is the deluge of repetition catalogs and circulars we 
receive. There are always 3 of the same thing that come and sometimes 5. 
Three years ago Montgomery-Ward sent us 3 of those big catalogs and Sears 
Roebuck 2. I wrote Ward because I felt it was too bad to waste those expensive 
catalogs and I have written several other, but it did no good. Now, for 4 years 
I have been a semi-invalid and not able to go to any store. I do all my shopping 
through these catalogs. So when I say I am indignant at loading up the mails 
with 3 times the weight of one catalog and 3 times the number to be handled 
it does not surprise me when nothing is done to stop this abuse of the mailing 
privilege that the money allowed by Congress was enough for 3 months only. 
Stop this excess and less mail will go into the bags and fewer people can handle 
it. 

Mr. Summerfield, being a politician, has no objections to loading up the post 
offices with civil service people. It is patronage for every village, town, and 
city. 

The next thing I object to is the fact that any changing of the color on the 
post boxes was made. That painting job on trucks and boxes cost plenty and 
we have a huge debt over our heads. There isn’t a man alive who would allow 
his wife to throw money away as our department heads do. 

In the old days the Yankees went without if they couldn’t pay for a thing 
and it’s about time this waste, extravagance, and bootlegging of funds for 
junkets and good times end. I am a product of a more upright conscientious 
period and am no partisan to the New Deal or New Republicanism. 

For 10 years, from 1907-17, I had a home in Europe, 8 years of it in France, 
and was over 3 years of it domiciled in Brunoy when the war was on. I ama 
Boston woman, my cousin was for 5 years Speaker of the House there and repre- 
sented the Back Bay ward. His name was Fitz Henry Smith and Senator 
Saltonstall will remember him. 

Ever since I returned from Europe I have been interested in civic affairs and 
in the Federal Government, As I am in bed most of the time, I read a great 
deal. I have the Boston Herald, the New York Times daily and Sunday, Human 
Bvents, National Revue and U. S. News & World Report weekly. I also read books 
written by men who have been in government. 

I am wondering how long the people are going to stand this supporting the 
world, taxes, Federal, State and local all going up, with an administration 
devoted to the visionary ideal that money, patience, and time will reform the 
selfish countries and make them over in our image. 

l’ve had a little experience in life myself, for not having to earn a dollar, I 
have for 47 years had to sink or swim by my own decisions in investments and 
they were not bad decisions. I studied financial matters very carefully. I 
don’t know of anything that will sober a person’s whole life more than responsi- 
bility of investing money. 

I think visionary people are wrecking the country. The very idea of expect- 
ing a military man to have any judgment on how to run a country to me is 
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absurd, for from the time they graduate they never have to worry about money. 
Few politicians, too, can rise above self-interest and live in their minds entirely 
for the good of the country. They are pressured by this bloc of business or 
that bloc of workers. The one thing they could do and won’t is to reduce taxes 
and the debt, mind our own business and let other countries do the same. 

Whoever heard of countries forsaking, as we have, the country’s interest? 
That shows, right there, we aren’t fit to lead. President Eisenhower goes along 
with everybody. All he is interested in is to find out where the strength lies 
and then he goes along with it. What ideas he has don’t work out and he refuses 
to see it, but the people see it, that is why if the Democrats put up some right- 
wing Democrats they will get the Independent vote and the disgusted Republi- 
cans will stay home. 

I didn’t catch which side of the fence you are on and it doesn’t matter to me 
for I am a conservative. I don’t believe in debt, I believe in States rights; I 
don’t believe in a centralized government nor in socialism, for that is the road 
to communism. 

I believe life is given us to develop ourselves in many ways: culture, knowledge, 
wisdom, contemplation, kindness, tolerance, and understanding, plus the Golden 
Rule, are all good things to go after. One should strive for our family life to 
be good, for the betterment and improvement in civic conditions and most of all 
for the honesty, dignity and well-being of our country. 

I follow the news on the doings of Congress and the radio is by my bed and 
I hear all the debates. I hope my letter may help you some. 

Sincerely, 
LILLIAN MACLENNAN. 


YJREENSBORO, N. C., April 13, 1957. 
Hon. Ropert W. HEMPHILL, 
House of Representatives, Washington, D. (0. 

Dear Str: I listened with avid interest and great enthusiasm to your remarks 
made on radio regarding the matter of first-class mail versus the other classes. 
The latter has always been a source of great annoyance to me, and I rather 
strongly resent receiving mail weighing 3 to 4 times as much as first-class mail; 
which I do not read and for which I pay indirectly through a higher first-class 
postal rate. ; 

For years we in the medical profession have received large quantities of 
advertising material, which is carried at a low rate and which is seldom if ever 
read. Speaking personally it is never read, as all such material is consigned 
to the wastebasket immediately. 

I hope you will continue your fight for equity in the matter of postal rates to 
the point of making advertising literature at least carry its own weight. I feel 
very strongly about this and sincerely appreciate the efforts of men of integrity 
like yourself. 

Sincerely yours, 
JoHun C. BurRwWELL, Jr., M. D. 


Mr. Hempnity (continuing statement). My reason for including these letters 
is to give some voice to the public on the various postal problems which inevitably 
arise in connection with this rate bill. 

We have not heard from the people, but only from the organizations and the 
Government. We have not heard from the postal employees, but I assume if 
they were asked to testify and testified adversely their livelihood would be at 
stake. 

I quote from bulletin No. 10 dated March 21, 1957, of the United National 
Association of Post Office Craftsmen : 


“SALARY DEPENDENT ON RATES 


“Tt is our feeling now that any salary increase during this session of Congress 
depends in a great degree on a sizable hike in postal rates and for that reason 
our association will present testimony in favor of rate increases on March 21, 
1957, before the House committee. It is our final conclusion that any problem 
which vitally affects our members must be of great concern to us. 

“When it is realized that each 1-percent salary increase to the postal employees 
amounts to an outlay of about $25 million, there is no doubt that our chances for 
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a salary increase will be greatly enhanced by a sizable boost in the postal rates.” 

Most of the mail I get concerns junk mail, and there seems to be much feeling 
on this item. 

The questions I would have asked had not the “gag” rule been introduced into 
the committee, and my authority, are as follows: 

(1) I also believe that you indicated in your 1958 budget that there was a 
$70 million capital outlay contingent on this rate request, Isn’t it true that 
the House Appropriations Committee recently indicated that funds for Federal 
buildings should be obtained through an appropriation? Wouldn’t it be possible 
for the Post Office Department to come forth and request appropriations for 
capital outlay just like any other Department? What I am getting at is: 
Aren’t you going to impair the service if you make capital outlay contingent on 
a rate increase? (See Independent Offices Appropriation Report, 1958.) 

(2) When you appeared before the House Subcommittee on Appropriations this 
year, I believe it was Mr. Stans who testified that using cost ascertainment for 
the purpose of fixing postage rates is a great fallacy (see p. 99, Treasury-Post 
Office appropriations hearings for 1958). Now, isn’t it a fact that the cost- 
ascertainment report is used as a basis for setting fourth-class rates? It seems 
to me that the cost-ascertainment report is neither fish nor fowl. Will you please 
explain? 

(3) H. R. 5836, title II, carries a provision for a postal rate policy. Was this 
policy followed in arriving at your present rate request? 

(4) If you followed the policy proposed under title II, how do you reconcile 
the use of cost ascertainment as provided in section 205? 

(5) I have recently reviewed the report of the Senate Post Office Committee’s 
special council and find that they report losses on exempt publications of $46 
million. Your bill provides for no increase in this category. You recently testi- 
tied before this committee that the amount of revenue lost in this category was 
approximately $2 million. Who will pay the $44 million remaining? 

(6) Shouldn’t you have included a total of $46 million in H. R. 5026 for this 
item, if it continues to be a subsidy as authorized by Congress? (The cost- 
ascertainment report for 1955, p. 110, shows a total loss of $44 million on exempt 
publications and approximately $2 million on exempt classroom publications. ) 

(7) Similarly, the Senate report shows $13.3 million loss on free-in-county. 
I believe you requested $839,000 as loss in revenue recently. Who is going to pay 
the balance? 

(8) On page 109 of the 1955 cost-ascertainment report, you show a loss of 
approximately $48 million in special services. You have authority to adjust 
these rates I believe. Why isn’t the category paying its way? 

(9) Assuming for a moment that Congress would set all postal rates, isn’t it 
fair then to say that your $73 million lost in parcel post revenues should be 
adjusted to help offset the deficit? (Mr. James Nelson, Post Office official, 
testified to this loss on January 11, 1954). 

(10) While we are on the recent Senate report, I would like to raise a question 
concerning the $100 million railroad subsidy. I understand that this comes about 
as a result of failure to enforce a law passed by the Congress in 1916. Also, I ain 
advised that the Post Office has made reference to it in the current Mail Pay 
case, docket 9200, now pending before the Interstate Commerce Commission. 
If the present deficit includes this subsidy, shouldn’t the people be told about it? 

(11) Now, I would like to address myself to postal economies. There seems 
to be a great demand these days for doing more with our appropriated dollars. 
I want to call your attention to three developments: 

(a) On January 30, 1956, a subcommittee of this committee in Report 
No. 1741, indicated that the Post Office savings related to mail volume and 
management since 1953, is properly stated at $62 million. 

(b) When the Post Office appeared before the House Appropriations Com- 
mittee this year, the chairman of that committee indicated that your com- 
parative increase in economy and efficiency over a 7-year period, amounted 
to $83 million. 

(c) In these same hearings you indicated that the comparative increase 
amounted to $305 million. What are the facts? (See H. Rept. 1741, p. 2, and 
Treasury Post Office hearings, 1958, pp. 71 and 72). 

(12) Is it true that Mr. Stans indicated in Chicago last fall, that the Post 
Office Department could increase productivity by 50 percent with the expendi- 
ture of some $40 million on automation? It seems to me that if this kind of 
savings could be achieved through capital investment, we might find ourselves 
reducing rates instead of increasing them. 
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These questions are inserted in the record at this point in hopes that members 
of the committee will be thinking about them in the discussion. I realize full 
well many members of the committee have been over this matter many times, 
but in studying the matter I assure you I have also been over it many times. 

Recently the Senate Committee on Post Offices and Civil Service forwarded to 
me a report of the Citizens’ Advisory Council. I believe this has been criticized 
in various ways by proponents of higher postal rates, but if any committees of 
the Congress publishes such a report, it necessarily raises questions as to 
whether they are worthy of our consideration—even if we do not have time 
for committee members to question witnesses on matters of vital importance. 
I, therefore, include as part of my statement the following pages for the purpose 
of raising questions. Pages 14, 16, 18, 20, 22, 24, 26, 28, and 33 of this report. 

I do not say that I agree with all these statements, but think they should be 
considered objectively in the discussion of this controversial question. 

Public welfare requires the Post Office to supply many nonpostal services. 

Example.—Nonpostal services: FCC Health Service, alien address reporting, 
United States savings bonds and stamps, public sales, civil service, documentary 
stamps, migratory bird stamps, official mail messenger service, custodial services, 
public buildings, Department of Commerce Census Bureau, miscellaneous items, 
other agencies, miscellaneous expenditures apportioned ; net loss, $12.4 million. 

Total so far for public service, $12.4 million. 

Public welfare requires the Post Office to carry certain classes of mail with 
little or no charge. Congress has ruled that these classes of mail shall be 
subsidized. 
Ezample.— 
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A business could not perform so many services without reimbursement if it 
planned to break even. 

Total so far for public service, $28.3 million. 

1 Authority : Post Office Cost Ascertainment, 1955. 


Public welfare requires the Post Office to grant lower rates to certain classes 


of mail in the common good and not because of possible savings in handling. 
Congress has enacted legislation to determine such preferential rates. 
Example. 







Million 
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Total so far for public service, $88.8 million. 
1 Authority: Post Office Cost Ascertainment, 1955. 

















Public welfare requires the Post Office to grant lower rates to certain classes 
of mail because of custom alone, and not because of any possible savings in 
handling. Congress has seen fit to enact laws which subsidize certain classes 
of mail. 

Example.— 


Million 
LOGE ON OES: Bd BORG) GOTO R cinema} deminncin tiene werespaniadaas 5. 8 
Loss on 1 billion Christmas Christmas cards sent unsealed____.._-.----_ ? 
Estimated at a hearing on H. R. 9228 in 1956 as $10 million____-__-_--- a ? 


Total so far for public service, $124.6 million. 
1 Authority : Post Office Cost Ascertainment, 1955. 


Public welfare requires the Post Office to provide many special services. The 
Post Office Department has the right to adjust rates on these services so that 
they could be self-sustaining, but apparently recognizing the principle of public 


1 Authority: Post Office Cost Ascertainment, 1955. 
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welfare, has not chosen to do so, even though they have requested higher rates 
on other services. 

Example.—Special services: Registry (paid), certified mail,’ insurance, collect- 
on delivery, Special delivery, money orders, postal savings,’ miscellaneous ex- 
penditures apportioned ; net loss, $48 million.’ 

Total so far for public service, $172.6 million. 


Public welfare 

In 1951 Congress limited the size and weight of parcels moving through the 
mails between larger communities to a third of the size of those moving between 
smaller towns and rural delivery areas. This diversion of profitable parcel post 
volume from the mails was in response to the Railway Express Agency’s claim 
that Government competition was hurting its business. 

Exvample.—A package from New York City to Evansville, Ind., can only weigh 
20 pounds if it goes to 1599 South Alvord Boulevard, but can weigh 70 pounds if 
it goes to a neighbor at 1600 South Alvord Boulevard. One is a city route, the 
other rural. Both go through the same post office. In testimony before Congress, 
the Post Office stated its loss of revenue because of this limitation to be $73 
million.’ 

Tetal so far for public service, $245.6 million. 

Public welfare requires that rural free delivery serve areas where there are 
as few as three families per mile. Families not having rural free delivery serv- 
ice can request star route handling. The only requirement in that case is that 
there is some way of getting there. There are 11,569 star routes. 

Ezample.—Even today, there are still 135 horseback routes, 96 carriers deliver 
mail along routes “where only their shallow draft boats can pass.” Contracts 
for 32 routes call for delivery by private airplane. Rural free delivery service 
last year covered 1% million miles of routes and cost over $190 million. 

But let’s take only 50 percent of that amount as a public welfare cost. 

The Senate has asserted that the loss was more nearly $150 million. But let’s 
be conservative. 

Loss on rural free delivery, $95 million.* 

Total so far for public service, $340.6 million. 

Public welfare requires the Post Office to engage in many unprofitable activi- 
ties. 

Example.—Over 38,000 post offices are maintained, and over 90 percent of them 
lose money.’ 








Estimated loss: Million 
Third-class post cfft0s.... 2... cnn nce senna ccenemneauee $30. 8 
FOUTTCIREE,. BOGE  CENGCE ngewe nn cwenennccennnnnaenepehmnid 21.0 

II a SAE ctiscstteeptch hi teas seis nid lca tek ane ae ee eee 51.8 


Most of these are necessary, and the Postmaster General has discovered that 
public opinion would not let them be closed. 

No business could operate so many losing branches if it planned to break 
even. 

Total so far for public service, $392.4 million. 

2 Authority : Post Office Cost Ascertainment, 1955. 

Hidden public welfare costs 

These hidden public welfare costs exist because the Congress, charged with 
the responsibility for postal policy, has enacted hundreds of laws based on the 
steadfast belief that public service is the primary objective, and that all other 
considerations are secondary. 

It would be ideal if the widest possible service and benefits could be given, if 
national interests could be strengthened and yet revenues meet the cost of all 
postal activities. 

Congress in its regard for the greatest good for the greatest number has 
long since recognized the truth and acted according to the belief that the desire 
for postal balance cannot ever be made master of the lawmaking body and usurp 
control and determine its prerogative. 


Mr. HEMPHILL (continuing statement). Mr. Johansen and I made a radio 
broadcast in which we tried to discuss these questions for the benefit of the public, 
and some of the questions I would have asked were projected by that broadcast. 


1 The total of $48 million includes an adjustment for postal savings, which made a profit 
of approximately $10 million, and certified mail, which made a profit of approximately 
$15,000 in fiscal year 1955. 

2 Authority : Post Office Cost Ascertainment 1955. 

® Authority: House hearings, Jan. 11, 1954, Subcommittee on Postal Operations, p. 12, 
testimony of James Nelson. 

* Authority: Carlson Report and Post Office Cost Ascertainment, 1955. 
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I thank you for the privilege of putting this before the committee in this form. 


Mr. Hemrpuiy. I will yield to Mr. Corbett. 

Mr. Corserr. Thank you. I just wanted to follow your same point. 
Again I do not know. Is it true or not that on these special services 
you once increased the rates and then found that you had priced them 
out of the market and lowered them ? 

Mr. Srans. I have no recollection of that. 

Mr. Corserr. I thought that happened since the authority had been 
granted, that the price of money orders and some other allied things 
was increased and then you found that the business fell off so bad 
it was decreased ? 

Mr. Stans. None of us here has any recollection of that and if it 
did occur I will be glad to amplify my answer tomorrow. 

Mr. Corserr. I just had some vague recollection of it. 

Mr. Srans. We have increased in the last few years the fees and 
rates under the jurisdiction of the Postmaster General by about $32 
million, but there are still more increases that can be made and will 
be made when postage rates are increased. 

Mr. Corsert. Did that have a serious effect on volume? 

Mr. Srans. Not as far as we know. 

Mr. Cornett. Maybe, if you would, you could put something in the 
record on that. 

Mr. Stans. I certainly will be happy to do it. 

(The information is as follows :) 


Increase in revenues and effect on volume resulting from rate adjustments 
initiated by the Postmaster General since January 1, 1953 


Additional 
Effective date annual Effect on volume 
revenues 


Inereased box rents SetScucccuset Stowecccce | July 1, 1953 | $7, 400,000 | None. 
Increased foreign parcel post rates Aug. 1, 1953 9, 700, 000 | Off 15 percent,! 
Increased international regular postage rate Nov. 1, 1953 3, 700,000 | None. 
Stamped envelopes price increase __ Sept. 14, 1953 5, 900, 000 | Off 3 percent. 

1 





Certificate of mailing and notices of undeliverable mail, | Feb. 1, 1954 1, 335,000 | Off 15 percent.? 
increase. 
International reply coupon increase July 1,1954 36,000 | None. 
Airmail postage rates to Cuba : Lack Aug. 1, 1954 100, 000 Do. 
Stamped envelopes price increase. Jan. 1, 1957 3, 071,000 | No record. 
Increase in minimum insured fee : Jan. 2, 1957 2, 000, 000 | Do. 
Total. iain din tbe Biimcrbatenabreke manda A ...-.| 32, 342, 000 | 











1 Mainly due to reduced relief shipments. 
2 Due in large part to better editing of mailing lists by users in response to increase in posta] fees, 


Mr. JoHANsEN. I would like to ask, Mr. Stans, first of all, even if 
the rate increases that are proposed in this bill are adopted there will 
still be a deficit so far as the difference between total revenues and 
total costs of the Post Office Department are concerned. 

Mr. Srans. A substantial deficit of almost $200 million in 1958, 
provided there are no new expenses created for us. 

Mr. JowHansen. That was my next question. That will be the 
deficit, but should there be new expenses created such as a pay raise 
or if the Interstate Commerce Commission grants higher rates to the 
railroads, there will be an even greater deficit. 

Mr. Srans. Yes; and the Interstate Commerce Commission action 
on the railroads will be retroactive to July 1956. 
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Mr. Jouansen. Is it true or is it not true that the total amount of 
the deficit that you know is going to be remaining, and which will be 
even more if there are additional costs, will equal or considerably 
exceed these writeoffs for so-called public service that you have been 
questioned about ? 

Mr. Srans. Obviously it would far exceed the $30 million of iden- 
tified subsidies that are the subject of H. R, 5206, leaving $170 million 
to take care of any other subsidies that the Congress might. decide 
exist in our operation. 

Mr. Jonansen. To clear up the record on another point or two, 
there was some questioning a while back as to the ae intangible 
factors which recognize preferential service and an effort was made 
to make something of the point that that was not a to account- 
ing procedures. Has it ever been claimed that basically those factors 
are subject to the same type of accounting procedures that are ap- 
plicable to definite, measurable costs ? 

Mr. Stans. We have never claimed that they were.. We do insist 
that the Interstate Commerce Commission and other rate-fixing bodies 
regularly take cost figures and adjust them for service factors in 
order to fix rates. 

Mr. JoHANSEN. Does the gentleman mean that the Interstate Com- 
merce Commission throws up its hands because there are not costs 
or figures that are subject to regular accounting procedure in the 
same sense that the others are? I mean that has not hampered the 
Interstate Commerce Commission. It has not stymied them in their 
effort to make some such adjustment ? 

Mr. Stans. Not a bit. 

Mr. JowHansen. So there is precedent for making allowance for 
such factors even though it is not subject to the technical cost account- 
ing procedures? 

Mr. Stans. Not only that, but the Interstate Commerce Commis- 
sion. has, after its own studies and hearings, accepted the cost. as- 
certainment report as a basis for fixing parcel post rates. 

Mr. JoHanseNn. I was going to come to that point in a moment, 
but the fact is, therefore, that if we are asked to wait until technical 
cost accounting procedures can be applied with exactitude to these 
intangible factors we will wait until aeeiaalians is that not correct ? 

Mr. Srans, To wait until these procedures are incorporated in a 
cost accounting system, I think that is correct, and I can say that as 
a certified public accountant. 

Mr. JoHansEn. I would like the record to show on this point that 
it is my conviction that that is one of the reasons this is being injected, 
for the purpose of delaying any action. I will yield. 

Mr. Creretia. Mr. Stans, you testified yesterday that the present 
ascertainment system that you now have has been adopted and ac- 
cepted by your predecessors in office as well as independent account- 
ants. That is so, is it not? 

Mr. Stans. That is correct. 

Mr. Creretia. So that what you are using now as a cost ascertain- 
ment system is a continuation of previously accepted and adopted 
systems ? 

Mr. Stans. With a few very minor technical improvements. 

. Mr. Creretia. And those are the ones which you testified to yester- 
ay? 
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Mr. Stans. Yes. 

The Cuarman. Mr. Cederberg. 

Mr. CreperserGc. Mr. Chairman, I have a motion. I move that the 
hearings terminate no later than tomorrow on H. R. 5836. 

The Cuarrman. Is there a second to that motion ? 

Mr. JoHANsEN. I second the motion. 

Mr. SantTanceto. Would you accept amendments to that? That 
anyone who wants to submit any written memorandum for the record 
and for our consideration be able to do so before we have our execu- 
tive committee meetings. 

Mr. Corserr. I would like the gentleman to clarify his amend- 
ment. When you say anyone—— 

Mr. SAnTANGELO. I meant any witness. 

Mr. Corsetr. That is what I was going to clarify. Any witnesses 
whose testimony may have been attacked should have the chance to 
refute. 

Mr. Santanoexo. If he should have additional information for the 
committee. 

The Cuatrman. I think that amendment is all right, if such writ- 
ten memorandums are received in time for printing. 

Mr. Ceperserc. I have no objection. I assume there should be a 
time limit as to when they can submit them. 

Mr. SantanceLo. My amendment was the day we have our execu- 
tive committee meeting in respect to this bill, which will be fixed by 
the chairman. 

Mr. Crperserc. That is fine. 

Mr. JoHansEn. I will agree to that. 

Mr. Hempuiw. I am not going to ask any more questions in def- 
erence to the committee, but I have a number of questions which 
probably should be asked. 

The Cuamman. You will have time tomorrow, Mr. Hemphill. 

Mr. Hempuiy. Yes, sir; but tomorrow there are other people who 
have to be considered and in my State we try to show consideration 
for other people at all times. 

Mr. Ceperserc. I will be glad to yield you my time. I have heard 
all I want to hear. 

Mr. Hemputiu. I have not, unfortunately, and I tried to be here 
for that purpose, as you probably know, but in case somebody is cut 
off, then a man who 1s interrupted in this has to vote like a man on a 
jury who had not gotten all the testimony, and this is a very im- 
portant thing to the American people and not to be bounced around 
as something that is any political football. It is something serious 
because it is going to affect people’s lives and jobs, and industry, and 
everything else. 

I think if anybody has any questions that they can submit ques- 
tions in writing if they do not finish, or ask the distinguished Post- 
master General and Mr. Stans to come down—and I am sure they 
will be agreeable—to this committee to give them a chance to at least 
answer questions. I do not think anybody ought to be cut off. That 
is the last thing I want to see done. 

I am against the gag rule on the floor, here, and any other place. 

The Cuarrman. The Postmaster General will be here tomorrow. 

Mr. Hemputti. Suppose he doesn’t finish ? 
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Mr. SantTancGeo. I want to ask a few questions. 

Mr. Cretetia. When is it proposed we have an executive session 
on this? Today? 

The Cuarrman. No; as soon as the recess is over. My intention 
is to have the first executive session on Tuesday, April 30. 

Mr. Creretia. It would not be possible to have the executive ses- 
sion today when the House is sitting ? 

The Cuarman. Oh, no. 

All in favor of the motion say “aye.” All opposed ? 

(Motion passed on a voice vote. ) 

The Cuarrman. The motion is carried. 

Mr. Creretta. Has my question been answered then whether we 
will hold an executive session after the recess is over ¢ 

The Cuatrman. The first executive session on this bill will be held 


on Tuesday morning, April 30. We will come back from the recess 
Monday, the 29th. 


Mr. Lestnsxi. Mr. Chairman. 

The Cuatrman. Mr. Lesinski. 

Mr. Lesinskr. Mention was made by Mr. Corbett of the complaints 
of the Post Office. My primary complaints are the delivery of the mail, 
which has been very much delayed, and as a typical example I had a 
letter sent out February 13 and I just got it this morning. That is 
over 2 months. 

The CHarMan. It got lost somewhere, evidently. 

Mr. CeperserG. They apparently did not date it. 

Mr. Lestnsk1. I beg your pardon. It is postmarked. I would like 
to inject a thought for our committee to consider. I intend to put in 
an amendment to the bill that the Post Office Department initiate a 
study to consider uniformity in mail for the purpose of future mech- 
anization of the Post Office Department, with an allowance of rea- 
sonable time, so we can all work toward a happy solution of these 
problems. 

Mr. SuMMERFIELD. We have it under consideration, Mr. Chairman. 

The CHarrman. The committee will stand adjourned until 9 a. m. 
tomorrow morning. 


(Thereupon, at 12 noon the committee recessed, to reconvene at 9 
a.m., Thursday, April 18, 1957.) 
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THURSDAY, APRIL 18, 1957 


Houser or REPRESENTATIVES, 
ComMirree oN Post Orrice AND Civit SERVICE, 
Washington, D. C. 

The committee met at 9 a. m., pursuant to recess, in room 215, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. Hearings will 
be resumed on H. R. 5836 and H. R. 5839, bills to readjust. the postal 
rates. 

Yesterday Mr. Porter of our committee requested that the repre- 
sentatives of the Bureau of the Budget and certain representatives 
who were designated by the Bureau of the Budget to make a certain 
survey of the cost ascertainment system be invited to appear before 
the committee this morning. I understand they are here, and we 
will first hear from the representatives of the Bureau of the Budget. 
























STATEMENT OF ROBERT E. MERRIAM, ASSISTANT DIRECTOR, 
BUREAU OF THE BUDGET; ACCOMPANIED BY RAYMOND NASSIM- 
BENE, EXECUTIVE ASSISTANT FOR STATISTICAL TECHNIQUES 
AND AUDITS, BUREAU OF THE BUDGET; EARL E. HOUSEMAN, 
CHIEF STATISTICAL OFFICER, AGRICULTURAL MARKETING 
SERVICE, DEPARTMENT OF AGRICULTURE; WILLIAM N. HUR- 
WITZ, CHIEF OF STATISTICAL RESEARCH DIVISION, BUREAU 
OF THE CENSUS, DEPARTMENT OF COMMERCE; W. DUANE EVANS, 
ASSISTANT COMMISSIONER, BUREAU OF LABOR STATISTICS, 
DEPARTMENT OF LABOR 






Mr. Merriam. Mr. Chairman and gentlemen of the committee, my 
name is Robert E. Merriam. I am Assistant Director of the Bureau 
of the Budget. 

As I understand, Mr. Chairman, a question arose with reference 
to some studies which the Bureau of the Budget has been conducting 
at the invitation of the Post Office Department with reference to 
certain aspects of the cost ascertainment system; is that correct? 

The Cuarrman. That is correct. 

Mr. Merriam. I thought what I would do, if you desire, Mr. 
Chairman, is to very briefly indicate to you the studies which we 
811 
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have made and the results thereof, and answer any questions you 
gentlemen of the committee may have. 

The Cuarrman. All right, sir. 

Mr. Merriam. Perhaps the simplest thing for me to do, Mr. Chair- 
man, would be to read to you a memorandum which we developed 
yesterday for the Director’s information so that he would be fully 
cognizant with this situation, which I think summarizes quite simply 
and quickly what is a very simple problem. 

I might say I am very happy to have been invited up here because 
there is no mystery about this whole matter, nor is there anything 
which we are desiring in any way to hold back on. It was a very 
simple request and a very simple study. 

This memorandum from Mr. Percy Rappaport, who is an Assistant 
Director to the Director of the Budget, reads as follows 


You have asked me to outline for you the procedures followed in our review 
of the sampling techniques of the Post Office Department’s cost ascertainment 
program, Briefly, the facts are these: 

Last summer the Post Office Department asked us to review their cost-ascer- 
tainment system from two standpoints : 

(1) The statistical validity of the sampling procedures ; and 
(2) The application of the sampling results accountingwise to cost 
ascertainment. 

With reference to the first point an informal group of statisticians were brought 
together by our Office of Statistical Standards to review the sampling methods. 
They met on three occasions and then reported informally to the Post Office 
Department in a luncheon meeting. Because they decided not to proceed further 
meetings of the informal group were discontinued and no report was deemed 
necessary at that time. 

However, so that the record may be straight, I am attaching hereto a summary 
of the group’s action which has been approved today— 


that is April 17— 


by three members of the informal group who were available. 

With reference to the second phase of the study, although our report is not 
yet finished, in general we are finding that, on the basis of the accounting 
applications of the sampling data as developed by the Post Office, there is a satis- 
factory allocation of costs to the various classes of mails and services. 

The attachment which was approved by the 3 of the 4 gentlemen who served 
on this informal group reads as follows— 


The CuairMANn. How does it happen the fourth one is not a party 
to it? 

Mr. Merriam. He was out of town. 

The Cuarrman. Who is he? 

Mr. Merriam. Mr. Duane Evans. I think he is due back in town 
this morning. 

The Cuatrman. From what department ? 

Mr. Merriam. He is with the Department of Labor. 

The Cuatrman. All right, sir. 

Mr. Merriam (reading) : 


At the request of the Post Office Department the Bureau of the Budget arranged 
for an evaluation of the sampling procedures of the cost ascertainment program 
of the Post Office. To make the evaluation, arrangements were made to consult 
with three outstanding sampling statisticians in the Government service: Mr. W. 
Duane Evans, Mr. William N. Hurwitz, and Mr. Earl Houseman. Mr. Nassim- 
bene acted as liaison for necessary consultations. 

After discussion with representatives of the Post Office to obtain the details 
being used and discussions among themselves, it was the consensus of the statisti- 
cians that they could not make a definite statement one way or the other on the 
reliability of the results, inasmuch as probability methods were not used. On 
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this basis ne further discussions were considered worthwhile, and the matter was 
dropped, at least for the present. 

The consulting statisticians did indicate the values they saw in probability 
sampling and indicated they considered it desirable for the Post Office to develop 
plans for adopting such a system. The problem is a very difficult one and it may 
take considerable time to devise and install a workable plan. However, it was 
felt that the effort would be worthwhile. 

That is the end of the statement which was developed to summarize 
the views of these statisticians. 

If I may just add, Mr. Chairman, this one word, I think that—and I 
speak now as a layman and not a professional involved in statistical 
sampling—the problem as we understood it in the Bureau of the 
Budget is simply this: 

Over the years the Post Office Department has developed this sam- 
pling procedure with which I am sure the members of the committee 
are familiar. That procedure has been brought forth as a result of the 
knowledge and the information which the Post Office Department has 
obtained, but because it has been developed in this manner it is not 
susceptible, as I understand it, of actual evaluation. 

The best analogy I can give is this, if I may use a personal one, Mr. 
Chairman : 

In 1955 I was involved in some election activities in Chicago. I em- 
ployed a statistical outfit to make a sampling of the electorate to get 
an indication of the results, and they took the sample of some 300 
people in the city of Chicago out of some 2 million registered voters. 
This was, in their opinion, a scientific cross section of the city, and 
therefore they felt that, based on their use of the probability method, 
the result would be fairly accurate. 

A Chicago newspaper, on the other hand, took, as it does every year, 
a large straw poll which has been remarkably accurate over a great 
number of years. This poll took some 25,000 straw ballots on selected 
street corners, which over the years they had, you might say by rule of 
thumb, developed as the places from which they could get a cross 
sample. 

Both those polls were approximately the same and predicted, with 
remarkable accuracy, I am sorry to say, the results of the election 
that, was taking place. 

Mr. Hempnutmy. That was the poll that said that Dewey was going 
to beat Truman, was it? . 

The Cuatrman. I think that was the mayor’s race out in Chicago, 
was it not? 

Mr. Merriam. Yes, sir. My point is this: That there are various 
ways of getting at a result, and the Post Office Department has over 
the years developed one way to get at their result. There are other 
ways which these statisticians have suggested to the Post Office De- 
partment. My understanding is that the Post Office Department 
is new weighing the pros and cons of the desirability of this proba- 
bility, or scientific sample, as it would be called, and this committee 
of statisticians which we formed stands ready to assist the Post Office 
Department should it desire to carry the matter further. That is 
where it rests today. 

The Cuarrman. Mr. Porter, do you have any questions? 

Mr. Porrer. Mr. Merriam, I am glad to see you here this morning. 
I am surprised because I'did not know you were going to appear. 
You actually have no personal knowledge of this study, do you? 
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Mr. Merrtam. What do you mean by that? 
Mr. Porter. You did not. participate in the making of the study? 
You did not sit in on any of the meetings ? 

Mr. Merriam. That.is correct. 

Mr. Porrer. All you have done is get together their report, read it, 
tell us how it came about, and tell us you are willing to go ahead in 
your position as Deputy Director of the Budget. and assist in further 
studies. Is that the summary of your testimony ? 

Mr. Merriam. No, I think I would have to go further than that. 
The Director and his responsible officials determine what studies the 
Bureau is going to undertake and how they shall be undertaken and 
generally supervise the development of those studies, so that when you 
say no personal knowledge, if you mean did I sit in on the meetings, 
you are correct that I did not. If it means do I have any knowledge 
of the matter, you are incorrect. I do. 

Mr. Porrer. You have knowledge of how they arrived at the con- 
clusion they arrived at ? 

Mr. Merriam. Yes, I do. 

Mr. Porter. In essence in their report they are saying that the pres- 
ent system of sampling which is the basis for cost ascertainment may 
or may not have réliable results. They do not know. 

Mr, Merriam. I think that is a fair statement. 

Mr. Porter. And they say as.statisticians they wish that the Post 
Office Department would adopt the scientific or probability method of 
sampling which they believe would be reliable? 

Mr. Merriam. That is approximately what the statement says; yes, 
sir. 

Mr. Porter. Have you since this case came up 2 days ago talked to 
any members of the Post Office Department about this matter ? 

Mr. Merrtam. Yes; 1 have. 

Mr. Porter. Whom did you talk with? 

Mr. Merriam. Well, I talked with Mr. Stans, who is the man who 
asked us to conduct this study. 

Mr. Porter. What was the occasion? Did he call you, or did you 
-all him ? 

Mr. Merriam. I do not remember, to be honest with you, Mr. Porter. 

Mr. Porrmr. This report is dated the 17th, which is yesterday I 
believe. 

Mr. Merriam. That is correct. 

Mr. Porter. Was there going to be a report like this, or was this 
report prepared particularly for this committee ? 

Mr. Merriam. This report was prepared in anticipation of my ap- 
pearance here today. You will recall we had a telephone conversation 
yesterday morning, Mr. Chairman. Mr. Porter had asked that one of 
the staff members of the Bureau of the Budget who had participated 
in this study come to his office and discuss the matter with him. 

It came to my attention in line with my responsibilities generally 
in the Bureau. I called Mr. Porter and suggested that if this were a 
matter of interest to the committee in the determination of the ques- 
tion before it, a very important question in terms of this administra- 
tion’s position, it seemed to me the logical way to do it was in an 
orderly manner before the committee to explain the situation. 
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May I say that I think I was further justified in this position when 
I discovered that there was put into the record yesterday a statement 
which I think was not a fair statement of the situation. 

Mr. Porter. In what respect don’t you think it was a fair statement ? 

Mr. Merrtam. There are some implications in it I cannot agree with. 

Mr. Porrer. Would you specify, please ? 

Mr. Merriam. Yes. You indicated, Congressman, that you found 
that an oral report adverse in nature was made to the representatives 
of this Department by the committee. I do not consider that to be an 
accurate statement. 

Mr. Porter. You do not regard it as adverse that they do not know 
whether the present sampling techniques are reliable or not? They 
cannot tell, but they would rather have another sampling technique 
adopted w hich would be reliable in their opinion? You do not regard 
that as adverse ¢ 

Mr. Merriam. No, sir; I do not. 

Mr. Porter. Then we are quibbling over words. 

Mr. Merriam. My understanding is that these gentlemen have indi- 

cated that it is quite possible that if over a period of years—and it 
would take some time to develop a probability sampling—it is quite 
possible that after that were done the same results would be obtaied 
as with the present system. 

Mr. Porrer. However, they do not know. 

Mr. Merrtam. That is correct. 

Mr. Porrer. In other words, there is an opportunity that they would 
come out exactly right, but I do not suppose they would be the same. 

Mr. Merriam. No; I do not think so, but I cited just one sample 
of where that exact Same result was obtained. 

Mr. Porrer. Who asked you to appear here this morning ? 

Mr. Merriam. Thechairman of the committee. 

Mr. Porrer. Did you offer to appear? Whose idea was it; do you 
know ? 

Mr. Merriam. No, sir. I havea letter here, signed by the chairman, 
to the director who asked me to appear. I will be glad to read it. 

Mr. Porter. You are not on the list of the people I asked to come. 
Tam glad to hear you, however. 

The CuatrMan, I wish you would read the letter I sent to you. 

Mr. Porter. Before you get into this, would you go into any in- 
accuracies that we have 

Mr. Rees. Do you not think we have raised the question ? 

Mr. Porter. I am just trying to be orderly about it. 

Mr. Jonansen. Mr. Chairman, I would like to ask that we have 
the letter now. 

The Cuamrman. Read the letter. 

Mr. Merriam. I have here a letter dated April 17, addressed to the 
Honorable Percival F. Brundage, Director of the Bureau of the 
Budget, which reads: 





Dear Mr. Director: At the committee’s hearing this morning it was brought 
out that the Post Office Department had requested your Bureau to examine the 
Department’s cost-ascertainment system and the application of the accounting 
procedures to this system. Will you or a designated responsible representative 
of your Bureau appear before our committee tomorrow morning at 9 a. m., 
bringing with you any officials who worked on this study, and be prepared 
to explain just what took place? 

Sincerely yours, 
Tom Murray, Chairman. 
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The Cuatrman. That letter was in response to Mr. Porter’s request 
that he made before the committee yesterday. 

Mr. Porter. Mr. Chairman, I do not question the competency of the 
letter to be written at all. I was just wondering how it came about, 
since this was supposed to be in response to my request. I just wanted 
the record to show that I was interested in talking to the men who 
made the study. I am still interested, and I hope they are going to 
be on the stand. 

The Cuarrman. That is correct, and that is why I invited them, 
because you made the request to have them here. 

Mr. Porter. I assume those men who made the study will be here. 

The Cuarrman. They are here, except the one who is out of town. 

Mr. Merriam. They are all here now. The one who was out of town 
isintown. However, he has not read the statement, unless he has done 
it just now. 

Mr. Porter. I would like to hear them please, Mr. Chairman. 

The CHarrman. All right. 

Mr. Santrancevo. Did I understand he had a report in letter form 
before the committee, but has not read it? 

The Cuarmman. I understand he just has a verbal report. Did you 
have a written report from these statisticians who were assigned to this 
task ? 

Mr. Merriam. No, sir. I think the gentleman is referring perhaps 
to the memorandum which I read at the outset of this meeting. Is that 
what you are referring to? 

Mr. SanranceLo. Would you put that in the record, please ? 

Mr. Merriam. I read the entire statement. 

Mr. SANTANGELO. You read everything that you are going to read? 

Mr. Merriam. Yes, sir. 

Mr. SAnTANGELO. There wasn’t any other report by these three mem- 
bers which you have not read to us! . 

Mr. Merriam. No, sir. 

The Cuarrman. Did these statisticians make any kind of written 
report to the Bureau of the Budget ? 

Mr. Merriam. No; they did not, because they met with the Post 
Office Department offici als at a luncheon meeting which was their con- 
cluding session. They had their meetings, Mr. Chairman, and that 
is one of the other implications which I would object to in the com- 
ments that were made yesterday. 

While it is technically accurate to say that they met over a period 
of 2 months, the implication of that is that this was a solid period of 
2 months’ work which led to a very detailed study. The fact is there 
were 3 sessions in that 2-month period during which the members met, 
concluded by a luncheon with the post office officials where they dis- 
cussed the matter and then in effect the matter was left, and is still, 
with the Post Office Department to determine how it wants to handle it. 

Mr. Sanrangeto. May I ask another question ? 

Mr. Porter. Yes. 

Mr. Santance.o. No written report was made to the Postmaster? 

Mr. Merriam. No, sir. 

Mr. SANTANGELO. Will you tell us why ? 

Mr Merrtam. Because the matter was discussed with the responsible 
officials of the Post Office Department at this luncheon meeting and it 
was felt there was no point in having a written report. 
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Mr. Sanrance.o, A study was made. Why was not a report made 
in writing ¢ 

Mr. Merriam. Because they made it orally. 

Mr. Santance vo. Is it usual to make an oral report rather than 
make a written report after a study ? 

Mr. Merriam. It is quite common. We are interested in saving 
paper as much as anyone else. Quite often we make oral reports on 
a great many matters. 

Mr. Sanrance.o. Were stenographic reports taken of those con- 
ferences and meetings ? 

Mr. Merriam. Not tomy knowledge. No; they were not. 

Mr. SantTancGeLo. No memorandum as to what transpired ? 

Mr. Merriam. No. 

Mr. Rees. Will the gentleman yield ? 

The Cuatrman. Mr. Rees. 

Mr. SantanceE.o. No further questions. 

Mr. Rees. I just do not understand the line of questioning. I donot 
know what it has to do with this proposed legislation. 

Mr. SanTANGELO. It appears to me unusual that no written report 
was made. 

Mr. Ress. I do not know, but I supposed that was just sort of an 
advisory matter and it was not necessary to have a report. 

Mr. Santancer. If after a study they do not come to any conclu- 
sion or if they make it adverse or favorable I think it would be normal 
to submit a written report. To me it seems a little unusual, but per- 
haps that is the way they operate. 

Mr. Hotrrrexp. It was just a little friendly conference on Govern- 
ment time ; no necessity. 

Mr. JoHANSEN. I object to that. 

Mr. CrperserG. Will the gentleman yield ¢ 

Mr. SANTANGELO. Yes. 

Mr. Crepersere. I think we are wasting Government time here. We 
are having a trial on the cost ascertainment system as I see it, and I 
think it has no bearing on this rate question whatsoever or the deficit. 

Mr. Hempuit. I would like to ask a question. 

The Cuarrman. Mr. Hemphill. 

Mr. Hempnity. I congratulate you in saying you were trying to save 
something. I am delighted to know that and I might say I am glad 
you appeared because I want to ask you some questions. 

Did you ascertain the cost ascertainment report for 1955 and 1956 
of the Post Office? 

Mr. Merriam. You are asking me, did I? 

Mr. Hempnuity. Yes. 

Mr. Merriam. No, sir. 

Mr. Hempui.. You did not? 

Mr. Merriam. No, sir. 

Mr. Hemruiuy. Then you are not familiar with those reports them- 
selves ? 

Mr. Merrram. I have not read them; no. 

Mr. Hempnuity. Thank you. 

Mr. Jonansen. Mr, Chairman. 

The Cuarrman. Mr. Johansen. 
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Mr. Jowansen. I do not know whether you are familiar with the 
two statements of Mr. Stans that were quoted yesterday. One was that 
the Bureau of the Budget— 
has at our request studied the statistical methods employed in cost ascertainment, 
but that is in a very preliminary stage and we have not yet determined how 
we are going to proceed to see whether the use of scientific sampling will in any 
way simplify the work we now do. 

Mr. Porter. If he is going to read the answer he ought to read the 
whole answer, and the first word was “No,” in answer to my question: 
had any studies been made ? 

Mr. JoHansen. The answer is: 


No; they have at our request studied the statistical methods * * * 


Mr. Porter. Just as long as the complete answer is in the record. 

Mr. Jowansen. The complete answer is that they had at least con- 
ducted that much of a study. 

je the statement that I have read essentially true as you understand 
it ? 

Mr. Merriam. The statement 

Mr. Jonansen. Of Mr. Stans. 

Mr. Merriam. I think the record speaks for itself. Yes, we did 
make this preliminary evaluation and I think it is quite accurate to 
say it was ina preliminary stage and the ball now rests where it should 
be, quite squarely with the Post Office Department to determine what 
they are going to do. 

Mr. Jouansen. Mr. Stans further stated : 

I think the Bureau of the Budget has devoted very little attention to our 
cost ascertainment system and we have net asked them for approval and we 
have received none at any time that I can recall. 

Is that essentially accurate? 

Mr. Merriam. I am not sure to which phase of all this Mr. Stans 
was referring there. He could better answer that. 

Mr. Jouansen. The point is I want the record to show that a mem- 
ber of this committee yesterday said that the answers given by Mr. 
Stans were inaccurate and misleading, to say the least, if not inten- 
tionally deceptive. I do not want the record to stand without a chal- 
lenge of that. accusation against the Deputy Postmaster General. 

The Cuatrman. Are there any other questions ? 

If not, we will hear from the representatives who started to make 
this statistical study. WwW ho are they, Mr. Merriam ? 

Mr. Merriam. Mr. Nassimbene of the Bureau of the Budget acted 
as the liaison officer for our Bureau in forming this, and with him is 
Mr. W. Duane Evans of the Labor Dep: srtment ; Mr. William Hur- 
witz, who is with the Bureau of the Census; and Mr. Earl Houseman, 
with the Department of Agriculture. Would you like all of them 
to sit here ? 

The Cuarrman. Yes, sir. Call the member of the Bureau of the 
Budget who was in charge. 

I might say that this cost ascertainment system has been studied 
over the years and it has stood every test, and back several years ago, 
when Mr. Donaldson was Postmaster General, Congress voted 
$100,000 to make a survey and a study of the cost ascertainment 
system. 

Mr. C. A. Heiss, the former comptroller of American Telephone & 
Telegraph Co., an expert accountant, was assigned to make this study. 
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He appeared before our committee on many occasions during the rate 
hearings back then and the cost ascertainment system stood the test 
at that time. 

All right, gentlemen. Who is the first witness, Mr. Merriam ? 

Mr. Merrtam. Mr. Nassimbene of the Bureau of the Budget was in 
charge. I think these gentlemen probably would be glad to answer 
questions. They are the technicians. 

The Cuarrman. All right, Mr. Porter. 

Mr. Porrer. Mr. Nassimbene, what is your background, roughly? 

Mr. Nassrmene. I have been in Government statistics for about 
the last 20 years. I have been in the Bureau of the Budget for a 
total of about 7 years as a statistician. I was in the National Income 
Division of the Department of Commerce as a statistician for about 
5 years. I was in one of the housing agencies for about 4 years. I 
was in the Works Progress Administration for about 3 or 4 years. 

Mr. Porrer. All of this is in statistical work, I take it. 

Mr. NasstMBENE. Yes, sir. 

Mr. Porter. And you are a trained statistician ? 

Mr. Nasstmpene. I have been doing statistical work since I gradu- 
ated from college in 1931. 

Mr. Porter. And you sat in on the study we heard about from 
Mr. Merriam and you were the chairman of it? 

Mr. NasstMBene. Yes. 

Mr. Porter. Is cost ascertainment, which is another way of saying 
cost accounting, how you divide up the costs of the post office ? 

Mr. NassIMBENE. It is essentially a cost accounting system; yes, sir. 

Mr. Porter. It is based on a number of samples because of the 
impracticability of taking all the figures that the post office has and 
breaking them down and how it spends its money; is that correct ? 

Mr. Nasstmpenr. That is correct. 

Mr. Porter. It is a sampling procedure they have? 

Mr. NasstMBEeneE. Yes. 

Mr. Porrer. You were asked to come over and look at the present 
sampling system and give a professional judgment on that system, 
were you not? 

Mr. Nasstmpene. That is true. 

Mr. Porter. Who asked you to do that ? 

Mr. Nasstmpene. The Post Office Department. 

Mr. Porter. And you went over and had 3 meetings of 2 hours 

each and I assume you might have thought about it in the meantime. 
You believe that you did “have enough ‘time to make up your mind 
about the sampling procedure ? 

Mr. NasstmBene. I can explain very briefly what these particular 
meetings were. 

The first meeting took the better part of a day and part of that was 
at the Budget Bureau and part of it was at the Post Office Department 
discussing “it with the Post Office Department officials. We then 
or up a good deal of documentation in the way of hearings, the 

Teiss report, the last cost report put out by the Post Office Department, 
the forms which were used, and perhaps a few other documents which 
I do not recall. We had that in our possession for some time. 

I personally went over it fairly carefully at the time. We then had 

a session amongst ourselves, which took the better part of a day, and 
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then we had a third session with one of the officials in the Post Office 
Department. 

Mr. Porter. This was the second one? 

Mr. Nasstmpenn. Yes. Then we had the third one with one of the 
officials in the Post Office Department who is in charge of the cost 
ascertainment system in which we went through 

Mr. Porter. Who was that official ? 

Mr. Nasstmpene. Mr. Hicks, I believe. Was that Mr. Hicks, Mr, 
Walsh? It was Mr. Hicks. 

What we did there was to simply go through the entire process from 
the time the letter is mailed until it is delivered and the same thing 

with the other classes of mail, and we were particularly interested in 
the sampling aspects of this particular proposition. 

I think that meeting took about half a day. Then the final session 

ras a luncheon meeting with some of the Post Office Department 
officials: Mr. Walsh, and Mr. Lancaster, and two persons from the 
Bureau of the Budget, Mr. Armstrong and Mr. Moyer, and the com- 
mittee, and we made an informal report at that time. 

Mr. Porrer. Would you say that your informal report was favorable 
with regard to the sampling methods of the cost ascertainment system? 

Mr. NasstmBene. I would say that it was neither, because we were 
not able to come up with definite conclusions that the Post Office I 
think had hoped we would come up with. 

Mr. Porter. It was an oral report, however. 

Mr. NasstmBene. It was an oral report. Do you want me to give 
you the essence of the report ? 

Mr. Porter. Yes, please. 

Mr. NasstmBene. It probably could be put in two or three sentences. 

{ think the first point was that since this was not a probability 
sample, these men, who are probability sampling statisticians, did not 
feel that they could evaluate the results. This was neither to say that 
the results were good nor that the results were bad. They just did not 
feel they could tell because probability sampling procedures were not 
used. 

Mr. Porter. It was not an accepted statistical method of selecting 
a sample; is that not correct ? 

Mr. NasstmBene. I would have to modify that a little bit, because 
these sampling procedures that we are talking about are comparatively 
new and there is a lot of work which is done on a nonprobability basis 

and one of the problems is to switch over to this probability basis. It 
does not necessarily mean that the old results are no good. They 
might still be quite good, but it is quite difficult to tell. 

Mr. Porter. Do you use the term “guesswork” with respect to the 
way they selected their samples? 

Mr. NasstmBenr. No. 

Mr. Porter. Did you use that word in talking to my administrative 
assistant the other day ? 

Mr. Nasstmpene. No, sir; I did not. What I told your administra- 
tive assistant at least half a dozen times, if not more, was that I was 
not free to discuss this with him, 

Mr. Porter. Why weren't you free? 

Mr. Nasstmpene. I considered this an internal matter and until I 
discussed it with Budget Bureau officials I did not feel I could discuss 
it with any Member of Congress or his assistants. 
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Mr. Porter. You think these internal matters have to be kept from 
Congress; is that right? 

The Cuamman. You are entirely correct in your position. You 
had to clear it naturally with the Bureau of the Budget. You were 
assigned by them to this investigation and you cannot come up here 
and give information to individual Members of Congress without 
clearance. 

Mr. Porter. How did it happen that it was an oral report and not 
a written report? Was that matter discussed ? 

Mr. NasstMBen®B. Yes, sir. 

Mr. Porter. Will you explain it? 

Mr. Nasstmpenr. I will try to recall pretty much what the situa- 
tion was. I may not have all of these facts straight. 

By the way, I gave you only the first portion of this report. Do 
you want me to finish that ? 

Mr. Porter. Finish that and then go ahead with this question. 

Mr. NassimpeEnB. On the report itself, as I indicated, the first point 
was that this was not a probability sample. The sampling statisti- 
cians more or less signed off. They did not say it was good or bad. 
In terms of the final results they just did not know. 

Mr. Porter. But they did not approve the present sampling system. 

Mr. NasstmBene. They couldn’t. They did not feel that they had 
any way of evaluating it since these men are probability sampling 
statisticians and this was not a probability senaiaes 


The second point was that they thought it would be a good idea if 
the Post Office would look into the whole problem of the feasibility 
of going over to a probability basis. If they could do this, the system 


could then be placed on an unassailable basis. 

Mr. Porter. On what? What kind of basis? 

Mr. NasstmpBene. On an unassailable basis. No one could raise ques- 
tions and say that the procedure is on a judgment basis as far as the 
sampling procedures were concerned. 

Mr. Porter. Or guesswork. 

Mr. NassrmBene. I wouldn’t agree with that. sir. 

If they could put it on a probability basis—at least this is my 
impression and the other members of the committee are free to spea 
for themselves—as I indicated, the system would be on an unassailable 
basis. On the basis of our conversations with Mr. Hicks and our 
earlier conversations with Mr. Walsh, we were very much impressed 
by the care with which they attended to the details of the cost account- 
ing features of this particular system. Although that wasn’t our 
particular concern, we necessarily examined it as part of the sampling 
plan. It did appear to us that the cost accounting allocations were 
done with a good deal of care. 

Mr. Porter. May I interrupt for one question? No matter how 
good the cost accounting system was, if the samples were no good the 
cost accounting would be for naught; is that not true? 

Mr. NasstmMBene. That is right, but that is not what I said. 

Mr. Porter. No. Iam trying to get back to samples. 

Mr. Nasstmpene. Yes, sir. What I said is they signed off on the 
question of reliability. Then you wanted me to pass to another 
question ? 

Mr. Porter. I wanted to know why there was not a written report. 

Mr. SantTanceto. Will you yield? 
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Mr. Porrer. I will be through in a moment. 

Is it not customary to present written reports when a group of 
Government officials or when a group of your statisticians get to- 
gether on a matter of this sort ? 

Mr. Nasstmpene. That was a very informal group. We were try- 
ing to perform a public service. We brought together the best people 
that we know. These men not only have a national reputation, but 
an international reputation. We had some sessions with the Post 
Office. We gave them our frank and honest opinion. 

Mr. Porter. But you took two days and then had a luncheon. Does 
that kind of informality go on very much around your office? It looks 
to me as though you all ‘put your minds and best thoughts on it, and 
yet no stenographic notes were taken at any of these» meetings. 

Mr. NasstmBene. I think if we knew we were coming up here we 
would probably have had a written report, but this was a very in- 
formal procedure. 

Mr. Porter. Why was there not a written report ? 

Mr. Nasstmpene. After we had given this report to the Post Office 
my recollection of it is—and here each member can speak for him- 
self—I said to each member, “In the light of the present situation, 
should we have a written report now?” My recollection is each indi- 
vidual said, “No; there doesn’t seem to be much point to it.” 

Mr. Porter. What was the present situation you have had reference 
to? 

Mr. NasstmBene. We had made this report to the Post Office. 

Mr. Porrer. Was Mr. Hicks there from the Post Office ? 

Mr. NassrmBene. No, sir; Mr. Walsh. 

Mr. Porrer. Did he want a written report ? 

Mr. Nasstmpene. I do not remember what Mr. Walsh said. My 
recollection of it is he did not ask us either to prepare a written report 
or not to prepare a report. He may have indicated some preference 
for a written report at a later date. I just do not remember. 

Mr. Porter. Was he disappointed in your findings ? 

Mr. NasstmBenr. Well, I suppose he was. If I were he I would 
have been. 

The Cuarrman. They made no findings so far as I can ascertain. 

Mr. Porter. Why would you be disappointed if you had been he? 
You just said if you had been Mr. Walsh you would have been dis- 
appointed in your findings. Why? 

Mr. Nasstmpenr. If you have a system you like to have approval 
of it, and this committee would give him neither approval nor dis- 
approval. From his point of view this was not what he wanted. 

Mr. Porter. In fact your committee was recommending the adoption 
of the probability s: ampling techniques; is that not so? 

Mr. NasstmBene. Yes, sir. 

Mr. Porter. Would there be in your opinion a considerable change 
in the results if this scientific or probability system of statistical 
sampling were to be adopted by the Postal Deps urtment ? 

Mr. Nasstmpenr. That is something I don’t know. When you go 
over to this probability basis you cannot tell how you are going to 
come out on the thing. You asked me for my personal opinion. 

Mr. Porter. That is what I want. 
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Mr. NasstmBENE. My personal opinion is that the basic structure of 
the problem would not change. Let me explain what I mean by that, 
because I want to try to explain this in a couple of parts. 

Here again the members of the committee I think ought to feel free 
to speak for themselves. 

Let us take first-class mail. Take 1955, the unadjusted figures. 
I do not know that I remember these figures correctly, but I think 
in that particular instance the ratio of income to expense was $1.05, or 
something like that. 

In the instance of second-class mail it was I guess around $0.20. 

In the instance of third-class mail it was around $0.60. 

You would have to get enormous differences to change this par- 
ticular situation. This does not mean that you could not still get 
differences. You could get the differences of course. I do not know 
what this $1.05 might be if on a probability system basis. It might 
be $1.05. It might be $1.15. It might be 95 cents. 

Mr. Porrer. It could be considerably different if the system you 
advocate were adopted by the Post Office? 

Mr. Nasstmpene. It could be? 

Mr. Porter. Yes. 

Mr. NasstmpBene. It probably would not be, but I do not know. 

Mr. Porrer. Why do you say it probably would not be? Why do 
you say that since you have no way of approving their present system ? 
How do you know? 

Mr. NassimBene. It is a good question. Take a look at the postage, 
for example. What is the postage rate for first-class mail? Three 
cents now. What is it for third-class mail? I think it is 2 cents 
for the first ounce and 1 cent after that; something like that. 

The Cuatrman. A cent and a half. 

Mr. Nasstmpene. No matter what kind of an approach you would 
use on this thing you would still get a substantial difference between 
first- and third-class mail. I think you could probably make some 
rough comparisons like this for second-class mail. These are the 
roughest kind of commonsense comparisons I am trying to make 
here. These having nothing to do with sampling; nothing to do with 
statistics. It is several months since we discussed this. 

Mr. Porter. Have you discussed your testimony here with any 
member of the Post Office Department since Mr. Billings spoke to 
you the day before yesterday ? 

Mr. Nasstmpene. Yes; Mr. Goff. I met Mr. Goff yesterday at the 
Budget Bureau. 

Mr. Porrer. Did you have a meeting there with him on the other—— 

Mr. NasstmpeneE No, sir. I had a meeting with Mr. Merriam. 

Mr. Porter. It was called by Mr. Merriam to meet with the Post 
Office Department ? 

Mr. NasstmMBenr. No; it was not. I was called by Mr. Merriam to 
discuss this written report which I had been putting together over 
the telephone so we would have something this morning that the 
committee members agreed to. 

Mr. Porrer. Mr. Goff just was accidentally there ? 

Mr. NasstmBene. I don’t know. 

Mr. Merriam. May I answer that, because this seems to be in- 
volving me and I think I can explain it very simply. 
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The Cuatrman. Very well, sir. 

Mr. Merriam. Mr. Goff came over to my office yesterday afternoon 
to inquire as to what this situation was all about and also to ask the 
accuracy of the statement which the Congressman had introduced into 
the record yesterday, and we were discussing that matter. It had 
absolutely nothing to do with the testimony which Mr. Nassimbene 

yas to give here today, and so that we may save ourselves a lot of 
time, I have never seen or met any of the other three gentlemen until 
this morning, so we can dispose of that question in advance. 

Mr. SanTANGELO. Let me say for the record you have a perfect right 
to talk to anybody you want in the Budget Director’s office or the 
Postmaster General’s office. There is nothing wrong in talking. 

Mr. Porter. Let me say I agree with that. 

Were you through with your answer, Mr. Nassimbene ? 

Mr. NAsstMBENE. Yes, sir. 

Mr. Porter. I yield to Mr. Johansen. 

Mr. Rees. Let me interrupt at this point. I do not understand 
what the objection is if they had talked this over. 

Mr. Porrer. For the record suppose I make it clear what I had in 
mind, if it is not clear. 

Mr. Rees. You asked whether or not he talked to somebody over 
there before he testified. Suppose he did ? 

Mr. Porrer. This report to my mind was adverse. It did not 
approve the sampling methods that are the basis for cost ascertain- 
ment. There was never any written report made until yesterday. 

When Mr. Stans was on the stand the other day and I asked him 
had the Bureau of the Budget made any study, he said no, and then 
he went on to explain. He did not indicate this report had existed, 
and if I had not been informed independently of its existence, from 
his testimony we would have no idea that that sampling study had 
ever existed, and these competent people, as they apparently are, in 
effect said, “We cannot tell whether they are any good or not and we 
recommend the adoption of scientific sampling,” and that recom- 
mendation has not been put before us. It seems to me it goes to the 
heart of this rate increase problem. 

The Cuatrman. I do not think it has a bearing on it at all. 

Mr. Porrer. If the sampling is something that good statisticians 
cannot tell whether it is any good or not and just hold up their hands 
and do not approve or disapprove, but they wish you would use 
scientific sampling, then I think the committee ought to know it, 
because it goes to the very heart of this bill, which was based on the 
cost ascertainment method. 

Mr. JoHansen. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 

Mr. JoHANsEN. Am I to understand, Mr. Nassimbene, that you told 
Mr. Porter’s administrative assistant that it was not proper to give the 
information requested until you had certain approval from the Bureau 
of the Budget or from some source? Was that the import of your 
testimony ? ; 

Mr. Nasstmpene. I think that is right; yes, sir. 

Mr. JoHAaNnseN. Were you asked whether the findings of your com- 
mittee were adverse with respect to the cost ascertainment pro- 
ceclure / 
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Mr. NassimBeng. By whom, sir? 

Mr. JowansEn. By either Congressman Porter or his assistant. 

Mr. Nassimpenr. Congressman Porter did not ask me any questions, 
because when I indicated to him that I needed clearance ne I could 
give him the kind of information he was asking he pursued the matter 
no further. His assistant earlier had asked me any number of ques- 
tions, and that may have been one of them. I do not know whether it 
was or not, but my recollection is that about the only substantive infor- 
mation I gave him was that I was chairman of the committee and he 
asked me any number of times, and I kept saying that I did not feel 
free to discuss the the matter, or words to that ‘effect. 

Mr. JoHansen. However, you were perfectly willing to give the 
information once you had the proper authority and permission to do it. 

Mr. Nasstmpene. Certainly. 

Mr. Jonansen. There was no intent on your part to withhold infor- 
mation from Congress if properly requested and if proper authority 
were given to you to give that information ¢ 

Mr. Nassimpene. No, certainly not; just a matter of avoiding con- 
fusion so that the Budget Bureau knows what is going on by its own 
staff. 

Mr. JonAnsen. Thank you. 

The Cuairman. Are there any other questions ? 

Mr. Sanranceto. Mr. Nassimbene, as I understood, you said you 
could not approve or disapprove the cost-ascertainment system and 
that you wanted to put in a system which would be on an unassailable 
basis ; is that correct ¢ 

Mr. NAssimBene. Yes, sir. 

Mr. SantTaNnce.o. Does that imply that the cost-ascertainment basis 
is assailable ? 

Mr. Nasstmpene. You don’t know from a sampling point of view. 
Let me explain one of the points. 

Mr. SantTanGeLo. You said you wanted a system which was un- 
assailable. Does that imply that the cost-ascertainment basis was 
assailable ? 

Mr. Nasstmpene. I think that on a sampling basis, sampling statis- 
ticlans would say this is not on a probability basis, and so it is difficult 
to oe the results; therefore, they would put it on a probability 
basis. I do not know whether that answers your question. 

Mr. SanTANGELO. It does not. You said you wanted to put it on an 
unassailable basis. Now, do you mean by that that the system which 
is being used is on an assailable basis ? 

Mr. Nassraeene. I do not know how to answer that. 

Mr. SaAnTANGELO. If it is not assailable, it is not assailable. 

Mr. Nassimpene. The results might be perfect. How do I know 
whether they are or not? 

Mr. SaAnTANGELO. You are coming here as an expert. I do not know 
anything about statistics. All I know is that you said that you wanted 
a system which was unassailable. Do you imply by that that the 
system which is being used is assailable ? 

Mr. NASsIMBENE. ‘Sampling statisticians would criticize it on that 
basis; yes, sir. 

Mr. Sanrancero. And you are criticizing it on that basis? 

Mr. NAsstmBeNe. Yes, sir. 
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Mr. SanTaNnceELo. In what respect is it assailable ? 

Mr. Nassrmpene. You mean is this not a probability sample? 

Mr. Sanrancevo. In what respect, according to your opinion as a 
probability expert 

Mr. Nasstmsene. It is not a probability sample. 

Mr. Santance ro. Is that the only respect in which you claim it is 
assailable 

Mr. Nasstmpene. That is the only respect that we really examined 
it for. That is what the sampling statisticians were there for. 

Mr. Sanrancexo. Is it a probability sample, or a sample? 

Mr. NasstmBeNne. It is a sample. 

Mr. Santance.o. What is the difference between the probability 
sample and a sample? 

Mr. Nasstmpene. Could I ask one of these other gentlemen? I 
would be glad to answer that, but they can give you a “better answer 
than I because each of these men has an international and a national 
reputation. 

Duane, would you like to answer this? 

Mr. Evans. It is rather difficult to explain, but I think Mr. Nassim- 
bene is trying to draw a distinction between a judgment selection and 
a random selection. I think the principal point that we found in the 
cost ascertainment system was that operations were sampled 

Mr. Santanceio. You said the difference between a judgment sam- 
ple and the random sample. The cost ascertainment system carries a 
judgment sample or a random sample? 

Mr. Evans. It is a judgment sample. 

Mr. Santanceto. And the probability basis is based on a random 
sample. 

Mr. Evans. Random; yes, sir. And that is the essential difference, 
It is hard to explain the difference, but probability statisticians have 
an uneasy feeling generally about judgment samples. This means 
that someone’s judgment has been used as to which particular week 
one studies during the year. The judgment may be excellent. 

Mr. SANTANGELO. In other words, one of the reasons why you fear 
the judgment sample is that if you want a result you can pick some 
particular test period or place which would prove the results which 
you are looking for? 

Mr. Evans. You could do this, but there is certainly no suggestion 
in our minds that this was the case. 

Mr. Santance.o. I am not referring to this particular situation. I 
am talking about judgment samples. One of the vices of a judgment 
sample is that a person can predetermine his conclusions by his own 
judgment and select a particular set of facts? 

Mr. Evans. That is not the reason why we-—— 

Mr. Horrrrevp. That is a possibility. 

Mr. Evans. It is a possibility; yes, sir. 

Mr. Santanceio. What is your objection to a judgment sample? 

Mr. Evans. Well, could I use an illustration ? 

Mr. SaAntanceto. Surely. 

Mr. Evans. Occasionally we are asked to study, say, the cost of 
living or standards of living in small cities in the United States. In 
the past someone has sat down with a list of small cities and has said, 
“We will have to pick, say, 20 of these small cities to study.” 
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What typically happens is that someone runs down the list, and 
coming to Auburn, N. Y., they say, “Well, there was an International 
Harvester plant there, so that is not typical,” or they might hit Ithaca, 
and say, “Well, Cornell University is located there, so that isn’t 
typical.” It turns out that you eventually get 20 small cities that 
nobody happens to know anything about. It is sort of a selection from 
ignorance . 
Another way of selecting the sample would be to group them in 
strata. In other words, put together all the towns in which you know 
universities are located, all towns which are essentially manufacturing, 
all towns which are, let us say, essentially marketing centers for rural 
areas, and then having exhausted the information which you have 
about these different groups and small cities, make a selection on a 
random basis. 
The essence of the random or probability method of selection is 
that you can make statements about probable error. This implies that 
if you repeated the random procedure many times you would have 
results which would fall within certain ranges. 
In other words, you can make statements about probable error. A 
judgment selection is a one-time thing. Whatever it is, presumably if 
you did it again you would use the same judgment and you would 
come up with the same sample. It may be good or it may be bad, 
but the point is you cannot make any statements about probable error, 
The only way you can make a statement about error is to enumerate 
the whole situation and compare the results of your judgment sample 
with that whole situation. It may be perfect. It may be very im- 
perfect. This is the only way of saying anything about it. 
Mr. SANTANGELO. Thank you. 
Mr. Jouansen. May I ask which gentleman is Mr. Houseman? 
Mr. Houseman. Right here. 
Mr, JOHANSEN. Did you talk with a member of Congressman Por- 
ter’s staff about this work ? 
Mr. Houseman. I did. 
Mr. JoHansen. Did you give Mr. Porter’s assistant considerable 
information about the meeting and about the meetings and the activi- 
ties of the committee ? 
Mr. Houseman. I talked on the phone for approximately 10 minutes. 
Mr. JouaNnsen. Did you give considerable information about the 
work of the committee and about the meetings of the committee / 
Mr. Houseman. The information I gave was essentially the infor- 
mation that we have heard here. 
Mr. Jouansen. Did you indicate to him that it was your opinion 
that any written report would have sounded adverse to the statistical 
method ? 
Mr. Houseman. I did not say that directly. 
tion from what I said. 
Mr. JoHansen. What did you say that might have lent itself to 
such an interpretation ¢ 
Mr. Houseman. The point has been made here a number of *‘mes 
that we prefer probability or random sampling as opposed to j \dg- 
ment sampling. If one wants to draw the conclusion that the judg- 
ment sampling is adverse, then this is the conclusion that you get. 
Mr. Jowansen. It has been stated by a member of this committee 
that it was your opinion that because the written report would have 
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sounded adverse was the reason it was decided not to make the report. 
Did you make that statement ? 

Mr. Houseman. Not in those words; no. 

Mr. JOHANSEN. In what words did you make it ? 

Mr. Houspman. As far as I went was to say approximately what 
has been said here, that we as technicians prefer probability sampling, 
that we are unable to evaluate the judgment or nonprobability meth- 
ods, and if one then draws the conclusion from the fact that you 
cannot evaluate them, that this is adverse—— 

Mr. Jonansen. However, you were put in the light by this state- 
ment of implying that there was a suppression of the report because 
the report would be adverse and it would be something the Post Office 
Department would not want. Did you give any basis for such an 
Mpression or conclusion / 

In other words, this implies that you were implying bad faith. Did 
you give any basis for such a conclusion ? 

Mr. Houseman. There was no implic ation of bad faith. 

Mr. JoHANSEN. However, was there an implication in anything you 
said that the report was suppressed beet ause it would be adverse / 

Mr. Santancero. Let the record show that the witness has had diffi- 
culty in answering and has taken about a minute before he answered 
your question. 

I think it is a clear question and can be answered “Yes” or “No,” 
and that if he gave no basis he could very easily say so and if he did 
give a basis he should say so. I think that the passage of time before 
he answered the question is indicative. 

The CuHairman. The witness will be given his own time to answer 
the question. 

Mr. JOHANSEN. Since vou apparently discussed this matter at some 
leneth with a member of Mr. Porter's staff am I correct in assuming 
that you felt none of the compunctions that the chairman of the 
committee felt in the matter of discussing an internal matter without 
the approval of the Director of the Budget or proper persons in the 
Budget Bureau / 

Mr. Merriam. May [| interrupt, Mr. Chairman ¢ 

We have nothing to do with these gentlemen except that in this 
one informal instance we asked them to sit with us in looking at this 
matter, so, therefore, it would be logical they would not check with us. 

Mr. JoHANSEN. The point was made by the chairman that he re- 
peatedly told the assistant to Congressman Porter that it was not 
proper to discuss it and I am asking this gentleman whether he shared 
the feeling as to its impropriety or whether he did not. 

Mr. Houseman. I did not feel any necessity for checking with my 
superiors before talking about it. We approached this problem as 
technicians objectively. We had nothing to hide. 

Mr. Hempnuriyi. Will the gentleman yield? 

Mr. JOHANSEN. Surely. 

Mr. Hempuitit. Why would anybody have anything to hide from 

Member of the ¢ ‘ongress ? I would just like to know. I am just 
curious. 

Mr. Merriam. Is that to me? 

Mr. Hemenuiti. Why would anybody want to hide anything from 
a Member of Congress trying to get an answer to a question / 
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Mr. Merriam. Your entire implication is wrong, in my opinion. 
There was nothing to hide. We have, as do many agencies, certain 
channels through ‘which, primarily to assist Congress if they want 
to use them, information can be obtained. We have a sinall staff of 
some 420 people and therefore if each of them started answering ques- 
tions from individual Members of Congress, of whom there are some 
531, we get into an impossible situation to get any work clone. 

Mr. Hoxtrrerp. Sometimes you get the truth, too, which has not 
been volunteered at previous sessions of the c ommittee. 

Mr. Merriam. That is your assumption. 

Mr. Horsrterp. Certainly. ‘Facts will-bear me out. 

Mr. Merriam. There certainly is not anything in this study which 
anybody is trying to hold back on; the implication is a completely 
false one. 

Mr. Houtrrerp. Mr. Stans was asked a question and he said “No” in 
regard to studies. It now develops that there were studies. That 
was brought out by the questioning of people who participated in the 
study and it was not volunteered as a result of the direct question. 

Mr. Jowansen. I have not yielded the floor, and I want the record 
to show that the answer given by Mr. Stans was a qualified “No.” 

Mr. Sanrancero. I agree with Mr. Johansen. 

Mr. HempnHitn. Following up my question—if you want to make 
an implication out of it it is all right with me—the thought occurred 
to me, sir, and I do not care whether you are ant: Wwonistic to my ques- 
tions or not, that the chairman certainly, the gentleman on your left, 
who has been very fair before the committee here this morning, would 
be the best informed man. Just as a matter of inquiry why would 
he not talk with a Member of Congress on a matter like this, where a 
Member of Congress has to make a decision ? 

The Cuairnman. Mr. Hemphill, this is a member of the staff, not 
a Member of Congress. 

Mr. Hempniti. We have to work through our staffs, Mr. Chair- 
man. Frequently I cannot be over here because I am on the floor 
and I ask my secretary or someone else to get some information. It is 
a matter of common practice. We are all working for the same thing; 
the good of the countr Ve 

I have nothing to hide from the gentleman on your left and why 
should he have anything to hide from me? I am just asking for 
curiosity. 

Mr. Merriam. The question was “why did he have anything to 
hide.” The answer is he had nothing to hide. 

Mr. Hemputin. Then why would he not talk to the gentleman’s 
assistant ? 

Mr. Merriam. | think what happened here is the best example of 
why. One of the members of this committee of statisticians, which 
was his complete right so to do, did talk with a Member of Congress 
and it is my contention that the work of this committee was distorted 
and put out of context as a result of that. When I talked with the 
Congressman I said there is absolutely nothing about this that any 
Member of Congress should not know about, and that is why we are 
here today with the entire committee. This seems to me to be the 
proper way to develop it. 

Mr. Crperserc. Will the gentleman yield ? 

Mr. Hempuiiy. Let me make one observation. 





830 READJUSTMENT OF POSTAL RATES 


The mere fact that this gentleman here on the right would give 
an answer like he did, he being a gentleman of experience and author- 
ity, I assume, shows that sometimes to get at the bottom of a thing 
it is best not to channel or funnel the information to a fixed statement 
because the gentleman’s opinion is of value. It is of value to me. I 
have been very much interested in his testimony and I am glad he 
is here. 

Mr. Creperserc. I think we as Members of Congress all receive let- 
ters from our constituents on various subjects, the budget, the Post 
Office, and everything else. As a Member of Congress in my particu- 
lar office I do my best to read my mail and formulate the policy and 
the stand that I am going to take in regard to those issues. When I 
have an administrative assistant or somebody working with me that 
does not check with me as to what I am going to determine is going 
to be the policy of my particular issue you know what I will do: I 
will get a new staff, and that is what I think you have to do in all 
Government agencies. You have to work through the selected chan- 
nels and if you do not we are going to have variations of opinion and 
policy. It cannot be any other way. 

Mr. Jowansen. Mr. Houseman, may I ask vou again at the risk of 
repetition, so I may get a clear answer I hope, did you in your conver- 
sation with either Congressman Porter or his assistant state or imply 
that the reason for making no report was because it would have 
sounded adverse ? 

Mr. Houseman. I did not make such a statement. 

Mr. JonHansen. Thank you. 

Mr. Santancero. Will you yield? 

Mr. Jouansen. Yes. I yield the floor. 

Mr. Sanranceto. Mr. Houseman, I hesitate to ask this question, 
but in view of your hesitancy in answering the question which Con- 
gressman Johansen put to you, I would like to ask you this: Was 
there any suggestion by any person from the Post Office or the Budget 
Director as to the type of testimony you should give here this mor ning? 

Mr. Houseman. No, sir. 

Mr. Ceperserc. Mr. Chairman, may I have the floor / 

The CHarrmMan. Mr. Cederberg. 

Mr. Creperserc. I have been quite interested in the line of testimony 
and so forth that has been taking place here today. We are here dis- 
cussing a rate bill, the advisability of whether or not we are going 
to do anything about a $600 million deficit in the Department. These 
gentlemen have made a study, as I understand it, at the invitation 
of the Post Office Department. which I think is commendable. I 
think that is fine. I feel that these studies should be going on con- 
tinuously all of the time, and let us say we go and change to the prob- 
ability system. 

If] underst: and the word “probability” that means there is probably 
some error in probability; is that not correct ? 

In other words, you might have a probability sampling or a judg- 
ment sampling and so you have an area of error in either case. Am 
I correct? 

Mr. Evans. That is right. 

Mr. Ceperserc. I would like the record to show who answered 
that question. 

Mr. Evans. Mr. Evans. 
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Mr. CEpDERBERG. So there is a possible error in probability sampling 
as well as in judgment sampling. 

Mr. Evans. That is correct. 

Mr. Porrer. Will you yield? 

Mr. Crepersera. Yes. 

Mr. Porrer. But in your opinion as a statistician you would much 
rather have results based on the probability sample; is that not so? 

Mr. Evans. Yes, sir. 

Mr. Porter. All your colleagues feel the same way / 

Mr. Hurwirz. That is correct. 

Mr. CEDERBERG. So we go over to probability sampling—and I have 
no objection if the Post Office Department wants to go to probability 
or judgment; it does not make any difference to me—how does that 
affect the deficit in the Post Office Department? Does it have any 
effect on the overall deficit that the American taxpayer is paying as far 
as postal rates are concerned / 

Mr. Sanrancexo. Mr. Cederberg, will you yield ? 

Mr. CEepERBERG. I want to get an answer to the question. 

Mr. Merriam. May I answer that question ? 

Mr. CreperBerG. Yes. 

Mr. Merriam. I think that was one of the very important factors 
in our consideration of this whole matter. Certainly there are differ- 
ences between the two sampling methods as have been brought out 
here very well by the gentlemen today. I think we would feel, and I 
am sure the Post Office Department, which goes into this much more 
thoroughly than we ever have, would feel, that granted any possibility 
of error in either of the sampling methods, you are going to still have 
roughly the same breakdown in the categories of mail and therefore 
roughly the same allocations. 

May I also add this, because it has, I think, been overlooked here. 
For the past 7 months, with the full-time service of one of our people 
as opposed to these highly informal meetings, we have been looking 
into the accounting phases of the Post Office Department's cost-ascer- 
tainment system. We felt that this was the important part of our 
activity and, as I have indicated, we find—and there will be, gentlemen, 
a written report in about a month, and you will be welcome to it—that 
their accounting procedures and techniques are good in applying these 
samplings. 

Mr. Cepernerc. The answer to my question then is, regardless of the 
kind of sampling you have, you wind up with the same postal deficit in 
dollars and cents ? 

Mr. Merrram. There is no question about that. 

Mr. CeperserG. And we are here discussing a rate bill to do some- 
thing about that deficit : is that correct ? 

Mr. Merrtam. Yes, sir. 

Mr. Ceprernerc. Just another thing. You gentlemen are statisti- 
cians. If I know anything about the professions, there are differences 
of opinion with the professions. Does that take place as far as statis- 
ticians are concerned ? 

Mr. Evans. Yes, sir. 

Mr. Ceprreerc. You have differences of opinion in the statistical 
field as well as you do, for instance, in the medical field. 

Mr. Porrer. Will you yield? You should ask does it take place with 
regard to probability sampling. 
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Is there any substantial difference of opinion with regard to the use 
of probability sampling rather than judgment s sampling ? 

Mr. Hurwirz. [imagine not among the group here. 

Mr. Evans. I would say among the statistic lans, no. 

Mr. Porrer. Speaking to the gentleman who says there is such a 
difference, you yourself favor probabili ty sampling and think that it 
would give far more reliable results under these circumstances than 
judgment sampling ? 

Mr. Houseman. Could we put it this way: That, sure, there are 
some differences among professional statisticians, but the general trend 
is strongly in the direction of probability sampling. 

The Ciramman. How would this affect the deficit that we have 
here ? 

Mr. Crpersere. Could I just carry on / 

The Cuamman. Would you have an answer to that? Would it 
affect this deficit we are talking about / 

Mr. Houseman. I donot know. 

Mr. Crepernerc. Have any of you had any experience as far as sta- 
tistics are concerned in the public-utility field? None of you. 

Mr. NasstmBene. No, sir. 

Mr. Ceperserc. You are aware of the fact that this is a determina- 
tion in the cost accounting field: is that not correct? I mean in this 
particular issue you are dealing with cost accounting measures rather 
than overall ratemaking considerations / 

Mr. Evans. Could I answer that, sir? 

Mr. CepernerG. Yes, sir. 

Mr. Evans. What we were asked to comment on was the distribu- 
tion or allocation of costs. It was assumed that the cost accounting 
system of the Post Office would tell how much they took in in terms 
of revenues and how much they paid out in various forms of expense. 
There was no question as far as IT know about these totals. All that 
we were asked to look into was their system for saying how much of 
their total expenditures should be allocated against different classes 
of mail, so that in effect it is a percentage distribution of known 
cost figures. 

The totals are arrived at by accounting methods. The distribu- 
tion of expenditure against different classes of service is arrived at 
on a sampling basis. 

Mr. Sanranerno. IT think the difference in our thinking is this: 
We know that there will not be any difference in the deficit, but what 
we have been driving at is to see whether the allocations of expenses 
because of intangible factors have been properly made and that is why 
we are pursuing this particular thing, and the bulk of it has been 
allocated against first-class mail. That is the point we have been 
trying to determine. 

Mr. Creperserc. The very fact that you have stated this is a proba- 
bility sample indicates that vou may have some error in that as well 
as in judgment sampling. Is that not what was stated before ? 

Mr. Evans. Yes, sir. 

Mr. CeperserG. So that when dealing with these statistics you can- 
not say that this is the absolute, final solution to the question of the 
allocation of costs. 

Mavbe probability is better than judgment. Mavbe it isn’t. Is that 
not what you are saying? Maybe the results will be different. 
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Mr. Nasstmpene. I think that we would say that probability sam- 
pling is better as sampling satisticians. 

Mr. Crperserc. But the overall deficits of the Department are the 
same ; is that right ? 

Mr. Nasstmpene. This has nothing to do—— 

Mr. Creprrserc. Has nothing to do with the deficit of the Depart- 
ment or the need for a rate increase. 

Mr. Merriam. There was a reference earlier to the 1948 election. 
The polls which predicted that election wrongly were probability 
samplings. 

Mr. Cepersere. I just want the record to show crystal clear that 
regardless of the type of sampling you do you are going to wind up 
with the same kind of deficit, the same need for postal rate increases, 
and that it does not make any difference in effect whether or not we 
are using judgment sampling or probability sampling. That is an 
internal problem within the Department. 

Mr. Rees. Will the gentleman yield ¢ 

Mr. Cepersera. Yes. 

Mr. Rees. As I see it, this group here is familiar, in particular, with 
one kind, or one method. I do not believe you are familiar with the 
other methods. You are with one. Naturally then you support the 
method you are talking about. 

Mr. Hurwirz. We are faiiliar with both. 

Mr. Porter. Will you yield? 

Mr. Cepersera. Yes. 

Mr. Porrer. Of course what we are talking about here is a rate 
increase bill that is before this committee and the bill has a sentence 
in its policy statement which says that the increases will be based on 
the cost ascertainment method, which will be changed from time to 
time, and cost ascertainment is the basis for these present recommended 
changes and insofar as it is inaccurate or unreliable these proposed 
increases are inaccurate and unreliable, so your sampling technique 
is very important to us and I would like to ask you gentlemen what 
is the size of the present sample in terms of the totality, the $4 billion, 
[ suppose, spent by the Post Office. How many dollars comprise the 
present judgment sample? Does anybody know that? What per- 
centage ¢ 

Mr. Nassimpene. I do not know. 

Mr. Merriam. I think probably, Congressman, the Post Office ought 
to be asked that. 

Mr. Porter. I thought you gentlemen Ww ho studied the samples might 
know, because the size of the sample is frequently a factor in its 
validity. 

Mr. Nassimpene. It is a fairly substantial sample, but it is several 
months since we have done this work and the exact details I do not 
remember. However, it is ‘ very substantial operation and it does 
cost quite a bit of money. I do not know whether it is a million 
dollars, 2 million, or a half million dollars. Even this is quite difficult 
to compute because it is done, as T recall, by taking people who are 
doing regular work and having them work on the sample during the 
weeks in which the sample is taken, which as I recall was 4 weeks 
during the year, or something like that. 

Mr. Crepersere. [ just want to ask one question. 

One of you gentlemen is with the Department of Labor / 
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Mr. JouHansen. May I suggest that the witnesses answer rather 
than nodding so that the record will show. 

Mr. Cepersera. Does the sampling to determine the cost allocations 
in the Post Office Department with respect to the quantity of the sam- 
ple compare favorably with the Labor Department’s determination 
in basing the cost of living! That is done on that type of basis; is 
it not? 

Mr. Evans. The consumers price indexes are based on a probability 
sample. 

Mr. Ceperserc. However, I mean as far as the overall picture in the 
quantity it is about the same as the Post Office, taking the Nation as 
a whole or consumers as a whole ¢ 

Mr. Evans. I could not say, because I do not know the magnitude 
of the Post Office operations in this area. 

Mr. Merriam. It is my understanding, Congressman, if I may 
answer that, that the Post Office sample on their present basis is a 
considerably larger physical sample than you would get in the proba- 
bility method. 

Mr. CeperserG. I realize that this is not in the area that you gentle- 
men are dealing with, but assuming we went into the probability 
sampling and the results were slightly different, which they could 
be. You say they may be. W hen it comes to determining what we 
are going to do, which is the fundamental question of the $600 mil- 
lion deficit in the Department, it appears to me that there is an at- 
tempt to state that there is too much being charged to first-class mail 
and not enough to second and third. 

Be that as it may, as a completely practical matter, unless we face 
the issue of first-class mail we cannot face the issue of third-class mail 
and, secondly, we cannot do really much about the deficit as a whole. 
I realize that that is an area with which you gentlemen are not familiar, 
but I think it is a statement that cannot be refuted. 

Mr, JoHANSEN. Will the gentleman yield ¢ 

I wonder if the gentleman would not agree that whatever method 
of sampling is taken, whatever slight variations there might be in the 
cost allocation, if there is any considerable plus to the cost allocation 
in first-class mail, you are either going to have to have postage stamps 
in terms of mills, or you are going to go to 4 cents; is that not right? 

Mr. CeperserG. That is obviously true. Of course it doesn’t make 
any difference to me as one member of the committee; I do not care 
whether you go to judgment or probability. You can go to proba- 
bility sampling or to judgment sampling, as long as we do something 
about the deficit that my constituents have been picking up for a long 
time and I do not think that is a question for statisticians, is it ? 

Mr. Porter. In the interest of expediting these matters, I want. to 
say that I appreciate the chairman asking these committee witnesses 
to come, including Mr. Merriam, and as far as I am concerned they 
have said what I wanted to put before this committee, that is, I wanted 
them to be here to testify, and I want to thank them, but before they 
leave, if any of these gentlemen wants to make a statement to the com- 
mitee, confining it to the previous testimony, I would be glad to hear 
it. 

The CHamrmMan. Any questions? 

Mr. Rees. No more questions. These gentlemen come from various 
departments of the Government. They are not from the Post Office 
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Department. They have not made any particular study of the Post 
Office Department, as I see it. They are statisticians and experts in 
their field and have been asked their opinion in regard to these matters, 
and somebody has talked to them with regard to their opinion, but 
that is all there is to this. We still have not solved the problem before 
us. That is the question of what we are going to do about postage 
rates. 

The Cuarrman. As the members of the committee know, the Inter- 
state Commerce Commission fixes the rates for parcel post. Con- 
gress passed the law providing that parcel post shall be self-sustain- 
ing and that the Interstate Commerce Commission fix those rates. 
Over the years the Interstate Commerce Commission has analyzed 
and studied the cost ascertainment system. I do not think there is 
any other department of Government that has as many statisticians 
or rate experts as the Interstate Commerce Commission. The Inter 
state Commerce Commission has approved this cost ascertainment 
method of the Department in fixing rates on parcel post. It has been 
testified to time and again. It has been brought up by the various 
councils for the parcel post industry and the Interstate Commerce 
Commission has placed its approval upon the cost ascertainment sys- 
tem used by the Post Office. The law provides that parcel post should 
pav its way. 

Mr. Porter. Asa point of inform: ition, the ICC has never eats 
the use of the so-called intangible factors element which the Post 
Office has intruded into this. 

The Cuarrman. No, because the Post Office does not receive any 

sreferential service. There are no intangible factors along that line 
in the transportation of parcel post like there is in first-class mail. 

All right, Mr. Holifiel 

Mr. Hortrrevp. I just have a couple of questions that I would like 
to ask. 

Mr. Merriam, the Budget Bureau at this time has not achieved an 
accounting system which has received the approval of the Genera’ 
Accounting Office; is that right? 

Mr. Merrtam. I am not sure I understand you. 

Mr. Hoxirtetp. The General Accounting Act, as amended, requires 
that each department of Government set up a uniform type of ac- 
counting system which shall be approved by the General Accounting 
Office. 

Mr. Merriam. Yes. 

Mr. Hortrterp. I understand you have been studying as to how this 
should be done, but as yet you do not have that type of an accounting 
system which has received the approval of the General Accounting 
Office; is that right? 

Mr. Merrtam. I think I have to explain that our Office of Account- 
ancy was set up last summer as a result of action which the last Con- 
gress took, of which I am sure you are well aware, following out 
your studies in the Hoover Commission. 

Mr. Rappaport, who wrote the memorandum and who has been 
in general charge of this study, has been in the process of recruiting 
a staff during the course of the summer and fall. I think, if I am 
not mistaken, that the Post Office study was the first one that was 
undertaken, or perhaps the second. We now have about six studies 
underway in connection with Public Law 863. 
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Mr. Honiriecp. You are moving toward that goal? 

Mr. Merriam. That is correct. To be specific in answering your 
question, we obviously have not completed that task and think it’ will 
take somewhere between 4 and 5 years more. 

Mr. Houirtetp. I knew that you were working on it and I certainly 
approve of it. I am not critical of it. In fact I am very much in 
favor of it. 

My next question would be to the statisticians. It is my under- 
standing that you have a society, do you, such as the American Bar 
Association that the attorneys have ? 

Mr. Evans. Yes, sir. 

Mr. Houtrievp. Is that a national association of statisticians ? 

Mr. Evans. Yes, sir. 

Mr. Houirimevp. And the type of statistical computation that you 
recommend in a case like this is not the judgment type, but the so- 

called probability type of sampling; is that right! 

Mr. Evans. Yes, sir. 

Mr. Howiriecp. And that is done in the judgment of your association 
because you believe, while it may have some error in it, as all polls tak- 
ing samples do have, that this is the nearest scientific and mathe- 
mi atically accurate type of sampling as can be taken ? 

Mr. Evans. Yes, sir. 

Mr. Houirievp. At the present state of the art this is in your opinion 
the highest type ? 

Mr. Evans. Reference was made earlier to the consumer’s price 
index figures. I may say that some years back this was not a prob- 
ability sunple, but was a judgment sampling operation. This trend 
from a judgment to a probability basis of sampling i is something which 
is still going on. I think the professional statisticians will be found 
almost universally in favor of this and the essential difference, I think, 
is not in the results. No one knows with any given sample ‘what its 
error is. These is inevitably a risk of some error in using a sample, 
but we accept this risk to save money and to save time. 

The difference, however, is that with a properly designed probability 
sample one can make statements about this risk; in other words, how 
much risk is involved in a given result. With the judgment type of 
sample this kind of st: itement is not possible. There is no implica- 
tion that the results are necessarily good or bad, but one cannot make 
a statement about the risk attac hed to a judgment sample. 

Mr. Houtrretp. The consumer’s price index is accepted by both 
management and labor as being an accurate and acceptable type of 
computation ; is that right? 

Mr. Evans. At the pr esent time; yes, sir. 

Mr. Houtrrevp. That is all, Mr. Chairman. 

The Cnarrman. Are there any other questions ? 

Mr. Ceprrserc. Just one other question. Is the size of the sample 
under the probability method any less than, or more than in the 
judgment sample? 

Mr. Evans. I do not think there is any answer to that. 

Mr. Ceperserc. It is my understanding that the Post Office sampling 
is a very large sampling. It takes in about 23 of the largest post 
offices in the country and they sample at a given time, I assume, about 
50 percent of all the mail during that period. That would be a rather 
detailed sampling; would it not? 
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Mr. Evans. Yes, sir. This was part of our discussions. We felt 
there was a possibility when we talked with the Post Office people 
that in time, if a probability scheme or sampling method were designed 
which would fit their operations, it might be then found that the 
size of the operation could be reduced, but this was mentioned only as 
a possibility. We have no basis for expressing a judgment as to 
Whether this would or would not be the case. We do not know. 

Mr. CeperserG. In this sampling which the Post Office does, which 
is a judgment sample, is that an unusually large judgment sample, or 
is it average, or can you determine / 

Mr. Evans. I do not think there is any answer to that question. 

Mr. Ceperserc. There is no way to determine it. You would say 
that that is a rather detailed sampling, as a statistician, though, would 
you not, when you take in 23 of vour largest offices and sample 50 per- 
cent of what goes through all offices ? 

Mr. Evans. I think I can speak for the other members of the group 
in saying that we were impressed with the size of the operation and 
the care with which the estimates were made. 

Mr. Ceperserc. So you think it is one of the better judgment 
samples / 

Mr. Evans. We cannot express an opinion on whether the judgment 
sample is good or bad, but it was a carefully done operation. 

Mr. Porrer. But theoretically unsound. No matter how carefully 
it is taken, the results would not be any better. 

Mr. Evans. We cannot make statements about probable error in 
connection with it. 

Mr. Porter. What is the name of your statistical society ? 

Mr. Evans. The American Statistical Association. 

Mr. Porrrr. Thank you. 

Mr. Hurwitz. I should also mention that there is another, the Insti- 
tute of Mathematical Statistics. 

Mr. Porter. There is no substantial disagreement between those two 
about this question ? 

Mr. Hurwitz. No, sir. 

The CHarrMan. Statisticians do disagree just like Jawyers and 
doctors, do they not, about methods ‘ 

Mr. Evans. Yes, sir. 

The CraremMan. Are there any other questions ? 

Thank you, gentlemen, very much. 

Mr. Merriam. Mr. Chairman, may I just say in conclusion that the 
Postmaster General will not let me get out the door if I do not repeat 
what the Director has already said by letter, that we wholeheartedly 
support his desire to have a rate adjustment and hope to be able to 
eliminate or at least substantially reduce the deficit. 

I might add also that if there is no change in the rates, whether 
you have an error or not in the sample is not going to make an awful 
lot of difference. 

Mr. Porter. Is Mr. Brundage still under a misapprehension about 
where the revenue is going? 

The Cuamman. That is all. 
Mr. Merriam. I would be glad to answer that if you want. 
Mr. Porter. I would like to hear it. 
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The Cuarrman. Are there any other questions of the Postmaster 
General or the Deputy Postmaster General ? 

Mr. Porter. I have. 

The Cuatrman. All right, Mr. Summerfield and Mr. Stans. 


STATEMENTS OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL OF THE UNITED STATES, AND HON. MAURICE H. STANS, 
DEPUTY POSTMASTER GENERAL; ACCOMPANIED BY L. ROHE 
WALTER, SPECIAL ASSISTANT TO THE POSTMASTER GENERAL 
(PUBLIC RELATIONS); BERT B. BARNES, DEPUTY ASSISTANT 
POSTMASTER GENERAL, BUREAU OF POST OFFICE OPERATIONS; 
AND EDMUND J. WALSH, ASSISTANT CONTROLLER FOR ACCOUNT- 
ING, BUREAU OF FINANCE, POST OFFICE DEPARTMENT 


Mr. Santance.o. Mr. Chairman, in view of the fact that Mr. Por- 
ter has taken such time, I would like to get 5 minutes in. 

The CuarrmMan. Very well. I recognize you now. 

Mr. Sumerrretp. Mr. Chairman, may I say at this moment, we 
have some information here that I think would be very helpful and 
very clarifying for the members of the committee having to do with 
cost. ascertainment system, the experience of others, their opinion of 
it, its operation, the degree of it, the extent of it, and the results over 
the years. It will take just a few moments and I think it might be 
very, very helpful. 

The Cuarrman. All right. 

Mr. SumMerrievp. Mr. Stans is going to do it because I have not 
any voice this morning. 

Mr. Srans. I would like to explain first the size of the sample used 
by the Post Office Department in its cost-ascertainment studies and 
refer for that purpose to a statement that I made publicly in 1953. 


The statistical data are developed from a sample pattern of post offices 
earefully controlled to give a representative picture of the postal business and 
operations. The offices designated to compile cost ascertainment data in 1952— 


and the same conditions would prevail up until the present time 


produced approximately 49.6 percent of the total revenues and incurred approx- 
imately 53 percent of the clerical expenditures and 48 percent of the city 
delivery expenditures. 

The information secured represents a complete record of the revenue, pieces, 
and weight by classes of all mail matter originating during the selected 
periods at the designated offices. 

These analysis periods cover 1 full week in each calendar quarter, or 4 weeks 
each year, which are selected to provide as nearly as possible a full cycle of 
1 month. As a result 4 percent or 1 out of 25 pieces of all the mail handled 
by the entire Department goes into the count each year. 

The designated offices are 548 in number, beginning with the 23 largest offices 
and ranging downward through 275 first- and second-class offices, and including 
134 third-class offices and 116 fourth-class offices. 

To supplement this information tests are conducted also at other specified 
offices and cost information is also compiled during the four weekly periods 
within the postal transportation service, railway post office lines, highway post 
offices, and in the motor vehicle service. 


I quote these data to indicate the size of the judgment sample used 
by the Post Office Department, and I would like to point out also 
that with the exception of the top 23 post offices there is a system of 
rotation whereby some post offices are dropped from the sample each 
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year and others are brought into the sample. There has been no 
variation in the consistency of the results through that procedure. 

The Crairman. How long has that kind of sampling been 
going on ? 

Mr. Srans. That kind of sampling has been going on for many 
years. 

* The Cruarrman. In other words, this administration did not intro- 
duce this cost ascertainment system at all ¢ 

Mr. Stans. The system has been in effect for 30 vears, and has 
been used by all administrations. 

Mr. Chairman, I would like to refer to the authorities through the 
years that have studied and approved the cost ascertainment system 
and then add some material on the statistical sampling approach 
from the statistician employed by the Post Office Department. 

In connection with the original cost-ascertainment develop- 
ment, made in 1923 and 1924, much expert technical advice was ren- 
dered by the firm of W. B. Dickenson & Co. accountants and engi- 
neers, New York City. On the completion of this original study, the 
well-known accounting firm of Ernst & Ernst was retaimed by the 
Postmaster General to make a careful examination of the methods 
followed and results obtained in this original cost study. Both of 
these firms submitted reports of their investigations and approved the 
system both as to the methods followed and the results obtained. 

2. When the cost-ascertainment system was being developed, the cost 
committee of the Post Office Department received advice from Dr. 
M. QO. Lorenz, chief statistician of the Interstate Commerce Com- 
mission. 

Frederic A. Tilton, Third Assistant Postmaster General, who was 
a professional accountant of wide reputation, went deeply into the 
cost-ascertainment system, which was under his jurisdiction during 
his incumbency (1929-33). During that period he publicly approved 
the system on numerous occasions. He made a concise analysis and 
evaluation of the cost-ascertainment system in an article published 
in the bulletin of the National Association of Cost Accountants, April 
15, 1932 

4. During a period around 1930 in_ which parcel-post rates were 
under conside! ‘ation by the Interstate Commerce C ommission, a wide 

variety of unsubstantiated critical and conflicting opinions were ex- 
pressed on the effectiveness and accuracy of cost ‘ascertainment. An 
analysis made at that time by one of the statistical experts of the Inter- 
state Commerce Commission, contained the following statement : 

* * * careful consideraiton of these methods and the data presented in con- 
nection therewith leads to the conelusion that while not free from imperfections, 
they undoubtedly represent an elaborate, unbiased, and painstaking attempt to 
ascertain the facts with respect to revenues and costs, and that the results 
thereof are entitled to careful consideration by the Commission as the best evi- 
dence available to it as to the probable costs. 

>. For a period of approximately 15 months in 1948 and 1944, a 
thorough review of the cost-ascertainment system was made under the 
direction of Charles A. Heiss: formerly comptroller of the American 
Telephone & Telegraph Co. As a result of this investigation certain 


modifie ‘ations were recommended which resulted in strengthening and 


improving the system, but which did not result in any mi: aterial changes 
in the final results obtained. 


Mr. Heiss made a comprehensive report 
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of this study on December 29, 1944, which approved the system with 
minor modifications. 

6. Dr. Lewis C. Sorrell, a recognized expert in the field of trans- 
portation economics and the separation of jointly incurred costs, 
had occasion to study the cost ascertainment system in connection 
with his work as a university professor, and as an adviser both to the 
National Council on Business Mail and the Air Transport Associa- 
tion. His opinion of the system is summed up in the following state- 
ment made by him on March 28, 1947, before the Committee on Post 
Office and Civil Service, House of Representatives, in connection with 
hearings on postal revision under H. R. 2408 (80th Cong.) : 

Much has been said regarding the cost ascertainment procedure of the Post 
Office eens on former occasions when rate changes were under con- 
sideration. The National Council has frequently voiced criticism of the results 
of that costing procedure as applied to the penalty mails, to the parcel post, 
and possibly to other classes of service as well. The council still believes that 
the methods employed understate somewhat the costs probably incurred for 
carrying the penalty mails and overstate somewhat those assigned to the parcel 
post. The council does not, however, challenge the general framework of the 
cost accounting procedures. 

In the parcel post rate cases before the Interstate Commerce 
Commission in both 1951 and 1953, the Commission’s own cost. ex- 
perts thoroughly reviewed the cost ascertainment system. Adopting 
their conclusions, the Commission rendered favorable decisions con- 
senting to adjustments of parcel post rates, based on the cost figures. 

8. During the past 10 years, the cost ascertainment system has been 
discussed by Post Office people in considerable detail with at least 
30 recognized experts in various fields outside the postal service 
These people included fiscal accountants, cost accountants, statisti- 
cians, economists, and transportation experts. There were no cases 
where serious questions were raised regarding the principles or meth- 
ods followed. In these discussions it was obvious that there was a 
genuine willingness to accept cost ascertainment results as being 
reliable and as accurate as it is possible to obtain in any practical 
way. 

9. A subcommittee of the Advisory Council of the Committee on 
Post. Office and Civil Service under the chairmanship of a vice presi- 
dent of the Magazine Publishers Association conceded in 1954 
that— 


There is substantial agreement among most technicians who take the time to 
aequaint themselves fully with cost ascertainment procedures. The cost ascer- 
tainment report is not a slipshod technical job. The Department personnel 
who prepare it are competent and conscientious in their labors. 


10. Price Waterhouse & Co., certified public accountants, included 
the following statements tn a report submitted to the Committee on 
Post. Office and Civil Service on November 18, 1953: 


Since its inception as an annual undertaking in 1926, the cost-ascertainment 
system has been examined critically. The system is under constant scrutiny by 
the Post Office Department to improve the procedures or to retine allocations to 
meet changing conditions, and it has been reviewed by several independent 
experts who, in general, have agreed that it provides desirable statistical 
information. 

In our opinion, assuming the fairness of the information revealed by the 
tests which, according to the information furnished us, are not extensively super- 
vised nor independentiy checked, the cost-ascertainment system provides an 
veceptrble allocation, on the basis indicated above, of revenues und expenditures 
over tle various classes of mail and services, 
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11. In a report dated January 15, 1954, to a large publishing com- 
pany, the engineering firm of Cresap, McCormick & Paget reported, 
after a study ‘of cost ascertainment test : 

The cost ascertainment system of the Post Office Department follows gen- 
erally accepted industrial cost-accounting practices to the extent that it allo- 
cates expenditures of the postal establishment on the basis of measured use of 
postal services by each class of mail. 

I would like to say in addition to that, that as the technicians testi- 
fied this morning, the introduction of scientific sampling or statisti- 
cal sampling procedures is a relatively new development and it is a 
relatively new science. It has its advantages and its limitations, as 
these gentlemen have testified. 

We came to the conclusion a couple of years ago that the cost ascer- 
tainment sample was entirely too large and therefore perhaps more 
expensive than it need be for the Post Office. We thought perhaps 
statistical sampling would be helpful to us in reducing the size of the 
sample and in thereby saving us some money, and it is my opinion 
that we should be given credit by this committee rather than eriticism 
for taking a look at the subject. 

The fact that we have used judgment sampling through the years 
does not discredit the system in any way any more than the fact that 
jet planes are now being built means that propeller planes were never 
any good. 

The cost. ascertainment sample, as I said, is probably larger than it 
need be, but that does not discredit it either. I would like to make 
another analogy. Electronic and mechanical machines do bookkeep- 
ing faster tand can produce more information than handwritten books, 
but they are not necessarily more accurate or more reliable. 

Through the years the cost ascertainment system has produced con- 
sistent and comparable and logical results that of themselves stress its 
validity. 

An experiment was made a few years ago to test further the validity 
of the sample to be sure that the sample we took was representative. 
We divided the cost ascertainment work for that year into two sep- 
arate samples and did them simultaneously. The result of that sep- 
arate development and completion of the samples and statistics of 
the Department showed that the answers were within a negligible 
range of difference. 

Statisticians will tell you that the use of dual samples is one of the 
most effective means of checking on the results of a sample. 

Now, I would like to read into the record a short statement by the 
Director of the Statistics and Economies Division of the Post Office 
Department, prepared by him at my request, but in his own language 
and containing his own conclusions. 

The CHarrman. Who is he now? 

Mr. Stans. Dr. Otis E. Lancaster. 

I may say that Doctor Lancaster has a national reputation, and is 
leaving the Post Office Department in a few months to become George 
Westinghouse Professor of Engineering Education at Pennsylvania 
State University. His statement reads as follows: 

The cost ascertainment system of the Post Office Department rests upon a 
indgment sampling procedure which has been in effect for many years. Since 
ts inception a great deal ef thory and practice in the art of sampling has heen 
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developed and it is hoped that these new concepts will be employed in the cost 
ascertainment work as soon as it is feasible to design and pilot test procedures 
which would take at least 2 vears and probably more. One cannot state that the 
results obtained by the present procedure are incorrect. They may be as accu- 
rate as can be obtained by any procedure. 

The thing that cannot be determined from the judgment sample. which could 
be determined from a random sample is the statistical error. That is how differ- 
ent the results obtained from the sample may be from the actual quantities, 
for example, the error in number of pieces of a type of mail. 

On the other hand, the data in the cost ascertainment reports are most useful. 
The consistency of the results from the present procedure from year to year 
clearly indicate the trends, In fact one of the best ways to determine changes 
is to make measurements on the same units each year. 

The costs have been estimated in certain large cities for 4 similar weeks out 
of the year for sometime and there has been a consistent pattern throughout 
this time. The conformity of these determinations is illustrated by a plot 
of the pounds of first-class mail in the large cities. Similar curves exist for 
the other major classes of mail. 

There are statistical fluctuations in these results, as one would expect. Yet 
the long range trend for each city is quite apparent. When these consistent 
measurements for the large cities are related to the total costs of processing 
mail, which are accounting records, they clearly show that the costs for handling 
a piece of mail have increased over the years. 

For example, the results show, even with due allowance for statistical varia- 
tion, that the cost to process a piece of first-class mail has increased over 1 cent 
since 1945. It is quite likely that a more conclusive result could have been 
obtained from a smaller probability sample. Yet this does not invalidate the 
currently obtained results. 

The statistics division, which was established a little over a year ago, is aware 
of the new sampling theories and has in its long-range program a modernization 
of the cost ascertainment sampling procedures. It has requested the advice 
and counsel of the committee of four prominent Government statisticians as it 
develops and pilot tests a random sampling plan. These men have agreed to 
assist in an advisory capacity with the program, 

Signed by Dr. Otis E. Lancaster. 

Mr. Jowansen. Mr. Chairman, I wonder if the gentleman would 
vield to me for just one question. 

Mr. SAntTANGELO. Yes. 

Mr. JoHansen. Did I understand, Mr. Stans, that one of the state- 
ments you read indicated that there was a considerable amount of 
criticism of this system at the time of a rate hearing? Was it 1947 
or 1937 rate hearing / 

Mr. Srans. Around 1930. 

Mr. Jouansen. There was criticism at that time when the matter 
was pending before this committee / 

Mr. Srans. Before the Interstate Commerce Commission. 

Mr. Jonansen. I thought there was a reference to 1947. In any 
event, there have been previous occasions on which criticism of this 
cost ascertainment system has been raised in conjunction with hear- 
ings on postal rates ? 

Mr. Srans. Yes: and I would like to add to my answer, this state- 
ment: That after the 1953 hearings, when there were a number of 
witnesses among the mail users who expressed objection and criticisms 
to cost ascertainment procedures and techniques, we wrote them a 
letter and invited them all to come in and study the system because 
it was obvious that they did not know any of the details. Very few 
of them came in. Some sent their certified public accountants in. 
We have had no evidence of any kind of any objection from any of 
those who did come in. 
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Mr. JoHanseNn. My point is that neither this year’s committee nor 
this year’s witnesses invented the device of quibbling about this 
system ¢ 

Mr. Stans. No, sir. 

The CHAIRMAN. Mr. Santangelo. 

Mr. Santanoero. At the outset I would like to make a statement 
that, while I may disagree with the method being used by Mr. Stans or 
the conclusions and results which have been obtained, I want to state 
as for myself that I think Mr. Stans has been forthright and I com- 
mend him for a brilliant bit of testimony before this committee 
through not only today but in the past number of days when he ap- 
peared before us. I am completely satisfied that he has given the 
best testimony that possibly can be given, even though L may not 
agree with his conclusions or his methods. 

Mr. Stans. Thank you, sir. 

Mr. SANTANGELO. Mr. Summerfiel l, I have a letter sent to the 
Washington Post which I picked up on April 7, and I want to get your 

comment if you care to comment on it. 

It reads as follows: 

May I address an open question to the Postmaster General? He has stated 
that he has made every effort to cut waste in his Department. Yet he is send- 
ing 3-cent mail by airplane, paying the airlines a higher rate than the railroads 
charge, plus much higher trucking costs at each end. I ask him how he recon- 
ciles this wild extravagance with his assertions of economy. 

How much longer is he going to waste taxpayer’s money in this manner, and 
the persons who use the mail should pay for it. 


Do you care to comment on that / 
Mr. SuMMeERFIELD. Yes, sir. That question was answered yester- 


day. although not in relation to that particular item, because I had 
not rend it. 

The facts are, and I think it has been clearly stated here several 
times before in previous hearings as a result of inquiries by members 
of the committee, that the first-class mail that we are presently moving 
by air is not costing us more money than it was costing us by rail. 

‘The CHarrMan. You are referring to 3-cent mail? 

Mr. SumMerFIeLD. Three-cent mail. The letter which you read 
is obviously the result of lack of information. 

Mr. Santrancevo. As a matter of fact, in other words, while the Post 
Office may not be losing any money by reason of the fact that you 
are shipping 3-cent mail by airplane, nevertheless, those people who 
are paying 6 cents for airmail service are paying for it, whereas other 
people paying 3 cents are getting it, notwithstanding the fact that they 
do not pay for it. 

Mr. SumMERFIELD. That is right, except that in the instance of the 
regular airmail, those people are assured of airmail delivery, whereas 
the 3-cent mail that moves by air is on a space-available basis, and I 
might add that there are times, and it occurs quite often, that we have 
to face necessity and practical problems and find an answer. 

As you know, there has been a gradual trend with respect to eliminat- 
ing certain passenger- and mail-carr ying trains by the railroads over 
a period of years for economic reasons, “which is well understood by 
the Department, and we are very sympathetic to their problem. 
When a train is taken off a schedule, Mr. Congressman, the Post Office 
still has the mail to handle. And if there are no trains available at 
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the time necessary to permit us to expedite the delivery of that mail, 
then of course we have only 1 of 2 ways to go. We either must put 
the mail in the air or on trucks or a combination, or a combination of 
train and the other two. 

I stand on what I have said many times. We have devoted every 
ounce of energy and every bit of genius that any of the people of the 
Post Office Department may possess into reducing the costs of the 
handling of the United States mail, seeking at, the same time to im- 
prove the service to the maximum degree that we could. I have said 
many times, and I say again now, we recognize in the Post Office De- 
partment that we are faced with the necessity of operating the great 
postal system, the greatest in the world of course, handling more “mail 
than all the rest of the world combined, with facilities that have not 
had any money appropriated by the Congress for improvement or re- 
placement since 1938, during which period of time the mail volume 
has increased tremendously, as the population of the country has, and 
the prosperity that goes with it, which always results in an ever-in- 
creasing volume of mail, and to reduce our costs further anticipating 
what we would have to do, and that is to provide the Post Office De- 
partment with mechanization, at least of the simplest kind, as well as 
the more complicated kinds that industry has been enjoying for a good 
many years. 

But you know something about the difficulty, Mr. Congressman, 
that we have had in getting funds appropriated in sufficient amounts 
to do that. 

However, we have made some considerable progress in that area 
[ may be taking a long time to answer your question, but I thought 
I might be informative. 

Mr. SanranGe vo. It is responsive because I asked you to comment, 
so I opened up the door for you. 

Mr. Summerrietp. We have only one purpose in being here. Speak- 
ing for myself as your Postmaster General and for all of the non- 

‘areer people in the Post Office Department, we are here for one 
no pose: To make a contribution to a free society, to this Government 
of course, and the Post Office Department which we have the re- 
sponsibility of directing and managing. 

I can assure you it is not because of the financial compensation that 
we are here. It is because we consider it a great privilege to have this 
opportunity that is ours. 

Mr. CeperserG. Would you yield to me right there, just to be more 
specific on that line? 

Mr. SantANGeLo. I am trying to particularize. I would rather not 
yield. 

Do I understand that this preferential treatment which you give to 
}-cent mail to go by airmail is only when there is an emergency, or 
is it a regular practice ? 

Mr. Summerrrerp. Oh, no. As you know, or maybe you do not 
know, of necessity, of course, whenever we have a new program, a 
new plan in mind, we do it on an experimental basis. We take the 
most likely areas, the most important areas, where we can get a best 
sampling and the best tests of whatever our proposed change might be. 

We have done that, and, at the same time, of course, we have in mind 
that wherever possible we combine those factors with the factor of 
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the desirability of moving the mail, for instance, between the par- 
ticular great cities of the country, because, after all, most of the mail 
in the country originates, a large percentage of it, in the larger cities 
of the country. 

For instance, 10 percent of the total originates in the New York 
area. ‘Ten percent originates in the ¢ ‘hicago area. That i is 20 percent 
of the total. So when we have definitely improved the service between 
those cities we have contributed to the improvement of the service 
throughout the Nation. 

Mr. SANTANGELO. Specifically, in answering my question, it is not 
only an emergency situation, but it is a practice which you have 
initiated ¢ 

Mr. SumMerrikvp. Yes; that is right. 

Mr. Sanvancevo. It has not been at the direction of Congress that 
you give these people who pay only 3 cents airmail service? 

Mr. Summerrreip. That is correct. It has originated with us. 

Mr. SANTANGELO. So some people who know what is going on can 
mail a 3-cent letter in New York and it will go to Chicago by airmail, 
even though they do not put the 6 cents on it 4 

Mr. SumMerrievp. That is correct. 

Mr. SANTANGELO. So that the smart mailer can get a preferential 
treatment for 3 cents / 

Mr. SummerrreLp. That is a reward for American genius, I guess, 
if they happen to realize that. As you know, the courts have approved 
this action, Congressman. 

Mr. Sanvanceo. I didn’t know. 

Mr. Summerrietp. Yes; they have, on an experimental basis. 

Mr. Santanceo, To me it came as something new. I heard it just 
recently, and I was wondering whether we are giving these people a 
preferential treatment to the extent of 3 cents a letter between these 
cities which are being used. I also wanted to find out at whose direc- 
tion it was done, and you have answered that. 

It is at your direction, rather than at the direction of Congress, that 
these people g get a break to the extent of 3 cents on their mail. 

Mr. Summerrievp. That is right. 

Mr. Santancexo. In other words, you are giving this 3-cent rate 
because it is economical. 

Mr. Summerrienp. Partly. 

Mr. Sanrancexo. Is airmail operating at a profit or at a loss? 

Mr. Stans. On our basis of computation, allowing for the service 
factors, it is showing a loss. 

Mr. Sawranceo. The service factor include the preferential 3-cent 
treatment ? 

Mr. Stans. No. The 3-cent letters that go by air are not considered 
as airmail. 

Mr. Santanceto. And the loss occurs because of the intangible 
factors which you have in your cost ascertainment system ? 

Mr. Stans. The service factors; yes. 

Mr. Santance.o. I want to go to another subject, Mr. Postmaster 
General. 

I have been impressed by the fact that you are trying to run the 
Post Office in a businesslike manner, yet not like a business, so that 


the commercial people pay their way; and that has been the under- 
standing of your position. 
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In connection with section 102 of this bill, which raises the rates 
from 3 cents to 4 cents, have you considered keeping the rates the same 
for those people who are sending personal letters and increasing it 
with respect to the people using it commercially or for business / 

Mr. Summerrievp. We have no way of knowing that. All first-class 
mail is sealed. We would have no way of knowing. 

Mr. SantTANGELO. It is all sealed, but you know that businessmen 
keep their names typed or printed on the envelope and most any person 
who writes personally generally writes it in long hand. 

I want to ask this question: Is it administratively feasible ? 

Mr. SumMerrtep. I would not think so. I certainly would not 
think so. 

Mr. SantTanGeiLo. Why ¢ 

Mr. Summerriexp. In the first place, it would involve the employ- 
ment of a great deal more people in order to provide for the facility 
to handle not necessarily the additional volume, but to handle it more 
often than you would otherwise, and frankly we haven’t the physical 
capacity to add any more people, or beyond a very few more people, 
in the post office generally in the country. 

Mr. SaANTANGELO. You are sorting domestic mail from foreign mail 
or local mail from interstate mail and you are doing it by setup. 
Could you not sort in - same way personal mail from business mail ? 

Mr. Summerriexp. I do not think it would take long for business 
people to leave their names off the upper left-hand corner. Then we 
would have no way of determining. It is a brandnew thought. 

Mr. Sanrancero. I know that the businessmen can deduct it from 
their business expenses, but these people cannot deduct it from their 
business expenses and you say that they are 25 percent of the people 
using first-class mail. 

Mr. SumMerrrenp. That is right. But the same 25 percent of the 
people are picking up the checks through the tax. window for the cost 
of that. That is why we want the rate increase. 

Mr. SanTancero. But the businessmen can deduct it from their 
business expenses. They can include it in their business expenses and 
deduct it from their taxes. Do you not think that these people who 
are picking up the general taxpayer’s bill, 25 percent of them at any 

rate, that get preferential treatment on first-class mail, in view of 
the charges in the first-class mail are subsidizing the losses which are 
incurring in the second and third-class mail 

Mr. Summerrievp. In the first place, I tried to make my point clear 
that the common people, the average Mr. and Mrs. America, are al- 
ready and have been during these last several years, picking up the 
check to a major degree for the business users of the mail of the 
country and that is the reason we ask for this increase. 

As we have said again and again, 75 percent approximately of the 
first-class mail in this country originates from the business houses; 
not in the American home. 

Mr. SANTANGELO. The question that I really want to know is whether 
you thought it administratively feasible to differentiate bet ween people 
who use the first-class mail for personal reasons or for business reasons. 

Mr. SumMeErFIE.D. I do not think it would be administratively pos- 
sible. We have some technical experts who could answer that question 
probably in more detail than I. 
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Mr. Santancevo. Frankly that may determine my course of con- 
duct on this bill, because I have not made up my mind yet. 

Mr. Summerriecp. Could I ask Mr. Barnes, the Deputy Assistant 
Postmaster General in Charge of Operations, to give you some added 
light on that question. 

Mr. SANTANGELO. Yes. 

Mr. Barnes. Congressman, it would be utterly impossible to sepa- 
rate the personal mail from the business mail. I would say that 
unqualifiedly. 

Mr. SAnTANGELO. You separate in-county mail from out-of-county 
mail. 

Mr. Barnes. What is there to go by? You have a return address 
or you don’t have a return address. Much of the business mail has 
nothing on it except the addressee’s name. 

Mr. SAnTANGELO. Business mail has no return address ? 

Mr. Barnes. A great percentage of it has nothing on it. You could 
not get that to start with. And then with the time that it would take 
to separate the other , even though it did have the return address on it, 
it would be so expensive that it would not be feasible. 

Mr. Santancewo. Thank you. 

In connection with Public Law 68, Mr. Postmaster General, as I 
heard the other day, I think maybe Mr. Barnes or someone else said 
that vou are employi ing 1 out of 3 ‘substitutes. 

Mr. Barnes. Yes, sir. 

Mr. SanTANGELO. Does the public law provide, and I think section 
606 (c),a ratio of 1 to 5? 

Mr. Barnes. That is career substitutes, Congressman, 1 to 5. 

What we were talking about the other day were all substitutes, 
career, indefinite, temporary, and so on. 

Mr. Santancero. And what is the ratio of career substitutes ? 

Mr. Barnes. One to five. 

Mr. SanTanceto. And you are operating within that / 

Mr. Barnes. Yes, sir. 

Mr. Santance.o. And at least 1 out of 3 substitutes are noncareer 
substitutes 4 

Mr. Barnes. There are both. They are the career and the tempo- 
rary: with all substitutes combined it is about 1 to3. We are operat- 
ing within 1 to 5 of the career substitutes. 

Mr. SanTANGELO. In connection with the Postal Service News which 
has been distributed by the Post Office, I understand it is quite an 
operation. Are you distributing a newspaper service or a magazine 
service with this Postal Service News? 

Mr. SuMMERFIELD. Yes, we are, and I will let Mr. Walker answer. 

Mr. Santancevo. Will you tell us what the cost of that distribution 
in printing might be? 

Mr. Wa ter. The cost of Postal Service News, which is a monthly 
magazine, printed in black and white, by photolithography, is ap- 
proximately $150,000 a year, as authorized by the Bureau of the 
Budget. It is distributed free of charge to all postal employees, 
500,000 approximately, and additionally about 1,000 copies are made 
available to interested persons who have asked for it, aside from the 
postal 9 vice. 

Mr. Sanrance.o. And you find it helpful 
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Mr. Waxrer. Extremely helpful. It is the most economical and 
effective way we have of communicating with this vast army of postal 
employees throughout the country. 

Mr. Sanrance.o. Do you have any advantages in it? 

Mr. Watrer. A great many; yes, sir. 

Mr. SantranceLo. What advantages / 

Mr. Water. Morale building, information about the postal service, 
news which in many cases these } postmasters in turn can take and trans- 


mit to the local newspapers, giving information that is in turn of value 
to postal patrons. 


Mr. SanraneeLo. Thank you, sir. 

I want to go to another subject on the section 110 which reads: 

* * * that the revenues from fourth-class mail service will not exceed by more 
than 8 percent the costs thereof, or (2) that the costs of such fourth-class mail 
service will not exceed by more than 3 percent the revenues therefrom. 

Can vou tell me what the difference between the revenues and allo- 
cated costs or total costs might be with respect to that service ? 

Mr. Srans. Mr. Santangelo, as you know, the law requires that the 
allocated costs be recovered by the revenues in parcel post. The pur- 
pose of this provision is to grant a little bit of latitude to meet a situa- 
tion just like the one that we are in righ now as a result of the 
figures for the last fiscal year. Parcel post and catalogs together 
showed a loss of $800,00 for the full year against a half billion dollars 
of revenue. 

The unfortunate result is that we cannot draw any money from the 
Treasury now unless we present to the Interstate Commerce Commis- 
sion a petition to raise our rates to recover $800,000. 

Mr. SANTANGELO. In other words, the loss is only $800,000? 

Mr. Srans. $800,000 is the loss last year. 

Mr. Santanceo. As I understand, the difference in revenues and 
costs of fourth-class mail is about thirty-some-odd-million dollars ? 

Mr. Srans. That includes the book loss, among other things, and it 
includes a portion of the charge for the contribution of the Depart- 
ment to the postal retirement fund, which under the Jaw may not yet 
be included in considering and fixing postage rates. 

If those two items are taken out of the $30 million vou get back to 
the $800,000. 

Mr. Sanranceno. With this leeway of 3 percent it would amount 
to how much money ¢ 

Mr. Stans. About $15 million to $17 million a year. 

Mr. SanranGewo. Isn’t that a little high ? 

Mr. Stans. We would be very happy to leave that to the judgment 
of the committee and the Congress. It may be high. Maybe it would 
be better to fix ; dollar figure or a lower percentage, but we do submit 
that it would be desirable to have some latitude because it. is a bit 
absurd to ask the public to pay an increase to provide $800,000 worth 
of revenue, or a tiny fraction of 1 percent. 

Mr. SantanceLo. Would you accept a $5 million spread ¢ 

Mr. SuMMERFIELD. We will accept anything that the committee 
gives us. 

Mr. SantTanGeLo. You have a $15 million spread in this bill. 

Mr. SumMerrievp. That is right. 

Mr. SANTANGELO. To me | thought it might be a little too high. 
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Mr. SuMMERFIELD, It may well be too high. It may well be. 

Mr. SANTANGELO. I am just relying on your judgment, and by re- 
ducing what amount would it increase the postal rates ? 

Mr. Srans. Not at this time; no. 

Mr. SumMeRFIELD. The only figure we have at the moment is 
$800,000 which we have to consider, and you take $800,000 and apply 
‘that percentagewise against the total parcel post volume and apply 
that to rates and you can see that we would be in- —— 

Mr. SantTANGELO. It is not even 3 percent, is it? 

Mr. SuMMERFIELD. No. 

Mr. Srans. No; it is about one-tenth of 1 percent. 

Mr. SuMMERFIELD. It is a little difficult to raise parcel post rates 
one-tenth of 1 percent. 

Mr. SanranGevo. I thank you on that particular aspect. 

Mr. Stans, if an error in the judgment sampling system were origi- 
nated many years ago all this continuation would merely be perpetuat- 
ing an error, would it not? 

Mr. Srans. No, I would not say so, Mr. Santangelo, for the reason 
that there have been so many checks of the cost ascertainment system 
through the years that if there were any error of consequence I 
believe it would have been detected in the meantime. There is another 
factor that bears on your question, if I assume for the sake of argu- 
ment that an error had been made back in 1926 when the system was 
started—and certainly I know of no fact to warrant such an assump- 
tion—but if we assumed it, the fact still remains that the figures 
through the years are still relative. If the cost to handle a piece of 
mail was 1 cent in 1926, and it comes to 2 cents today, you could still 
rely on the increase, even though there were a disproportion that had 
existed in the allocation back in the beginning. Do you follow me? 

Mr. SANTANGELO. Yes, sir. I take it that you do not agree with the 
previous witnesses that the random system has any superiority over 
the judgment system / 

Mr. Stans. I think that there are many cases in which it does, but 
I honestly do not believe that it does in this case because our sample is 
so large. Four percent of all the mail sent by all the people in the 
United States is an extremely large sample. I frankly think we should 
find a way to reduce it and I believe the way to reduce it in the course 
of time is through the injection of some statistical sampling proce- 
dures, 

Mr. Santanaeno. Mr. Stans, do you think it would be administra- 
tively feasible if the rate for second-class mail were regulated based 
upon number of circulation? We have heard testimony from a number 
of smaller outfits that would be compelled to go out of business because 
of a rate increase. 

Would your Department be able to administer a statute which pro- 
vided that the rates for circulation of magazines which have a circula- 
tion more than 75,000 would be so much? Would that be 
administratively feasible and practical ? 

Mr. Stans. I would say that while there would be some additional 
work involved it would be administratively possible. We would prob- 
ably rely upon Audit Bureau of Circulation figures or some equally 
reliable source of information. In the case of the publications that are 
very close to the 75,000 line, there would be some administrative 
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problems connected with those publications that went above and below 
the 75,000 level from time to time, but I would say it would be adminis- 
tratively feasible. 

Mr. SantanceLo. Would your Department object to any such 
system whereby we charged a little more to those magazines which 
have a circulation above 75,000? 

Mr. Stans. I would say that we would not object to anything that in 
the judgment of this committee and the Congress was enacted. 

Mr. San'rancero. Of course that is not answering my question, 
because we are looking to you for guidance. We know we are respon- 
sible, but we would like to know the attitude of the Department as to 
whether or not they would object to a proposition whereby there would 
be a higher rate for those magazines which have a circulation in excess 
of 75.000. 

Mr. Stans. No; we would not object to that, but we do not advocate 
it either. 

Mr. Cepersere. Would you yield there? 

Mr. Santancero. I yield back the floor. I have no further questions. 

Mr. Ceperserc. Regarding the possibility of having a lesser rate 
for say 75,000, could ‘that not be done so that all m: igazines would 
enjoy the first 75,000 for such a rate and then step it up from there? 
Would that be more feasible than just blanketing the fellow who has, 
say, 76,000? He goes to a completely higher rate while the fellow 
who has 74,000 does not. 

Mr. Srans. As I understand your suggestion, it would be a 
gression system as is used in the income-tax law. 

Mr. Crpersera. Very similar. 

Mr. Stans. That would be quite feasible. 

Mr. Santanceo. I believe, Mr. Cederberg, that in adopting the 
principle of the income-tax law you would have a plateau; the first 
rate, and above that a higher rate. 

Mr. Ceperserc. The person with 77,000 would pay an entirely 
higher rate, while the fellow who had 74,000 would enjoy a compett- 
tive advantage. 

Mr. Srans. I would just urge the committee not to make too many 
brackets in that system because it would then be a lot of work. 

The Crarrman. The same system would apply to newspapers as 
well as magazines; is that not correct ? 

Mr. Srans. I would assume if you did it for magazines you would 
want to do it for new spapers as well. 

The Crarmman. We have a 5,000 limitation in this bill for news- 
papers. 

Mr. Srans. Newspapers under 5,000 circulation are exempt from 
this bill. 

The Crarrman. That is right. 

Mr. Gross. Mr. Chairman. 

The Cuatrman. Mr. Gross. 

Mr. Gross. Mr. Chairman, I have been in an executive committee 
meeting of another committee and T hope that I will not be repeti- 
tious, and I will not take a great deal of time. 

Mr. Summerfield, in your statement of April 16, you said this: 

When all costs are properly considered—including fair adjustment for the 


differences in service and value for each class of mail—the expense coverages 
in fiscal 1956 were as follows. 


pro- 
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Then you listed: 


Percent 
First-class mail_____--- seieaatiie itt cee Maa ten Neste stiiheaetn tatieieined Ratan eaten eae ie 74.5 
acai sn tth anit hide + bxihas maiden blll Haiaits teocsdnadaniicnian ee 91.1 
meemmeenes ‘mate is i eee ee atone aacame eee 39.3 
Whivthetees. mails oo eu tek aa ee ee 71.0 


Would you please project on the basis of the increases provided in 
this bill the percentages that you anticipate would be obtained ? 

Mr. Summerrietp. We will be happy to do that and provide it for 
the record. 

Mr. Gross. You can’t provide it now ? 

Mr. Stans. First-class mail after enactment of this increase would 
pay 100.2 percent airmail, 101.6 percent; second-class mail, 59 per- 

cent ; third-class mail, 105.2 percent, 

The Cuarrman. That is after the 214-cent increase payment. 

Mr. Srans. On third- class mail; yes, sir. 

Mr. Gross. The second increase on third class. 

The Cu. ane iN. What would it be with just the first increase from 
114 to 2 cents? 

Mr. Srans. We will have to compute that. We do not have it 
handy. It will be less than 100 percent—about 94 percent. 

Mr. Gross. To what will you charge what will amount to a deficit 
as between 59 and 100 percent in second-class mail ? 

Mr. Srans. A point that was raised by one of the witnesses before 
this committee, and which we have been considering for some time, 
is the answer to that question, and that is that the low minimum rate 
on second-class mail is something that we should not charge to the 
other users of second-class mail who mail larger publications. 

The minimum rate, as you know, is now one-eighth of a cent a copy 
for small, light second-class papers. We are proposing in this bill 
to raise it to a quarter of a cent, but we just cannot handle any piece 
of mail for anything like a quarter of a cent. 

Mr. Gross. I believe that is a simple question and I believe you can 
give me an answer that everybody can understand. To what will you 
charge the deficit? That would be on the basis of the enactment of 
this bill, would be the only deficit. To what are you going to charge 
that deficit? Is it to be a public charge? What do you call it? A 
welfare charge, or what? 

Mr. Srans. That would remain as part of the $200 million deficit 
that we will still have after this bill is enacted, unless the committee 
or the Congress determines that the low minimum rate is a public 
subsidy. 

Mr. Gross. Are you saying that it is a public charge, or are you 
charging it to the welfare of the country, or what terms would you 
use ¢ 

Mr. Srans. As matters stand it will remain in our deficit. 

Mr. Gross. And a public charge therefor ? 

Mr. Stans. Yes, sir. 

Mr. Gross. All right. That is what I wanted to get, just what 
you call this. 

So there is a charge to the public and will be with the enactment of 
this bill. 

Mr. Srans. Through the deficit of the Department paid by the 
taxpayers. 
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Mr. Creperserc. Will you yield? 

Mr. Gross. Briefly. ; 

Mr. Crprrserc. As the costs of the Department go up these figures 
will change. 

Mr. Stans. Yes. 

Mr. Ceperrerc. So if past history is any indication, by the time 
the final enactment of the 2 years are in effect for second and third 
class, the costs of the Department. will probably have gone up con- 
siderably and the deficit will be even larger. 

Mr. Jonansen. All classes. 

Mr. Stans. Not only that, there are costs that are aceruing right 
now which we cannot measure and that is the retroactive pay to the 
railroads for the carrying of our mail, a matter which is now before 
the Interstate Commerce Commission. 

Mr. Gross. On page 4 of the bill there is this language: 

* * * the amendment made by this subsection shall not apply to any issue of 
a newspaper with respect to which issue the entire press run consists of 5,000 
copies or less * * *, 

What is the purpose of that? 

Mr. Srans. That is to exempt small newspapers. 

The CuatmMan. That is what the House approved last year. 

Mr. Gross. I understand that, but I would like to have the gentle- 
man’s answer. 

Mr. Srans. It is to exempt from the increase newspapers with a 
circulation of less than 5,000 copies. 

Mr. Houirretp. Why? 

Mr. Srans. Because after we submitted our bill last year this com- 
mittee amended it to put this provision in and since it was the sense 
of the committee 

Mr. Gross. It was amended on the House floor——— 

Mr. Stans. I am sorry. 

Mr. Gross. Rather than the committee. 

The Cuarrman. Congressman Colmer, of Mississippi, offered the 
amendment and it was approved by the House. 

Mr. Gross. It is for the purpose of providing an exemption. 

Mr. Srans. Yes, sir. 

Mr. Gross. Today second-class mail is counted per piece or weighed 
at the post office; is that not correct? How do you propose to check 
on press runs? Are you going to send a man over to the newspaper 
office to check the counter on the press? 

Mr. Srans. We will have to set up an administrative procedure to 
determine it. I do not know just what it will be, but it will be work- 
able with some difficulty. 

Mr. Gross. I am quite frank to say that I do not understand why 
there should be an exemption based upon press run in this bill or in 
any bill. 

The Cuarmman. That is just for small weekly newspapers, Mr. 
Gross, that have less than 5,000. 

Mr. Gross. I understand that, but they already have free-in-county : 
do they not? 

The Cuarrman. Oh, yes. 

Mr. Gross. But you propose to enforce this. or in other words, 
check on it by setting up some kind of a regulation. You do not know 
just how you are going to go about it as yet? 
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Mr. Srans. That is exactly right. 

Mr. Gross. And that could run into quite an expense if you have 
to send some employee to the newspaper office or printing office to 
check the counter and handle it in that fashion, because obviously 
you cannot, as with mail meters, bring them to the substation of a 
post office to have them checked. You cannot. move a printing. press 
over to the post office to check the meter 

Mr. Srans. Mr. Barnes informs me that once each quarter now each 
publisher is required to give us a certified statement of his circulation. 

Mr. Gross. That is circulation; not press run. Of course, there are 
other means of checking particularly with large newspapers, on cir- 
culation, other than a counter on the press. 

Mr. Srans. Yes, sir, the Audit Bureau of Circulation in the case of 
the large ones would be able to give us the figures. 

Mr. Gross. Mr. Summerfield, are you still airlifting 3-cent mail? 

Mr. SuMMERFIELD. Yes. 

Mr. Gross. On an experimental basis ? 

Mr. SuMMERFIELD. Yes, sir. 

Mr. Gross. Are you making money ? 

Mr. SUMMERFIELD. We are not losing money in comparison to the 
previous method of handling it, overall. 

Mr. Gross. However, you still are carrying on on an experimental 
basis ¢ 

Mr. SuMMERFIELD. Yes. 

Mr. Gross. And not losing money ? 

Mr. Summerrre vp. That is correct, as compared to the other 
methods. 

The CuarrMan. You mean as compared to truck transportation. 

Mr. SuMMERFIELD. That is right. 

Mr. Rees. You mean you are not losing any more money by air 
than you are by rail; is that it? 

Mr. SUMMERFIELD. That is right. 

Mr. Gross. One final question, a little off this subject. 

I cannot recall; did the New York Times or New York Herald 
Tribune testify in behalf of a rate inerease last year? Do you 
recall ? 

Mr. Summerrie.p. I do not think any of the New York papers 
testified. 

Mr. Gross. This is my final comment. I was only interested because 
of the fact that we discovered that the United States Government is 
subsidizing them to the tune of almost a half million dollars to circu- 
late the papers in the British House of Commons, the House of Lords, 
and various other places, and I just wondered if they testified in 
behalf of the rate increase for the American people. 

Thank you. 

The Cuarrman. Mr. Holifield. 

Mr. Houirtetp. Mr. Stans, I read your statement carefully and I 
notice the statement you made with respect to Mr. David Brumbaugh’s 
statement in regard to Life magazine. I certainly agree with you and 
feel that the attack that has been made upon the Post Office by Mr. 
Brumbaugh, a vice president of Time, and also the attack that was in 
the current article of Reader’s Digest is wrong, and is unfounded, and 
I personally resent it. 
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I would like to at this time read into the record the figures which 
the Post Office Department gave me based on an average issue of 
Reader’s Digest. It shows that on each issue the Post Office is losing 
$348,000, and a total annual loss of $4,172,000; and on Life magazine, 
which is part of Time, you are losing each week $179,000 on the 
handling of that magazine, for a total of $9,310,000 a year. 

Also, on the Saturday Evening Post, the figures that you furnished 
me show that you are losing $117,000 a week, or a total of $6,087,000 
per year; and on Ladies Home Journal you are losing a total of $159,- 
000 per issue, which amounts to an estimated annual loss of $1,917,000 
a year. I assume that those costs were arrived at by your cost- 
ascertainment system. 

Mr. Srans. Yes; but I think the letter of explanation that went 
to you with those figures 

Mr. Houtrterp. I have already put this in the record. 

Mr. Stans. Yes: you have. 

Mr. Houtrie.p. I will refer to any part of it if you wish. 

Mr. Srans. I would just like to make the point that in fairness 
the figures should be considered in relation to the letter of explanation. 

Mr. Houtrietp. Does the letter modify it? I did not get the point 
if the letter modified it. 

Mr. Stans. It modifies it by explaining the method of computation. 
We do not in the cost-ascertainment system—obviously we could not— 
keep records costing each publication that is put through the mail, so 
those figures are determined by the use of averages for the various 
factors involved in our operations, average rural-delivery cost, aver- 
age city-delivery cost, and so forth. They can vary to some degree. 

Mr. Brumbaugh believes they are seriously incorrect, and we dis- 
agree. We think Mr. Brumbaugh has overstated his case when he 
says that Life magazine makes a profit for us. 

The only one of those that we have a check on, Mr. Holifield, is 
the Reader’s Digest. 

Mr. Hourrtetp. When you say the only one you have a check on, 
you mean a specific accurate check ¢ 

Mr. Srans. A specific cost study. 

Mr. Houtrieip. For the whole vear ? 

Mr. Srans. No: for a single issue which we applied to the whole 
year, 

In 1954, we made a cost study of the cost of handling the Reader’s 
Digest beginning at the time it was put in the mail and going through 
all the operations for that publication specifically, and the results of 
that canie very close to the figures that you have used there, which are 
based on averages. 

In other words, the discrepancy between the specific cost study and 
the use of averages in that case was not great at all. 

Mr. HowirtecD. Then we can rely substantially upon the accuracy 
of these figures that you have furnished us? 

Mr. Srans. I think you can rely on them as being evidence of sub- 
stantial losses in the handling of those publications, but I would not 
say specifically that we lose $9 million handling Life. 

Mr. SanTANGELO. Will you yield for just one question ? 

Mr. Howirreip. Yes. 
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Mr. Sanrance.o. May we prevail upon you to obtain a copy of your 
analysis of Mr. Brumbaugh’s report? It will be in the record even- 
tually, but we don’t have it. 

Mr. Srans. You can have it within 3 or 4 days. I dictated the first 
draft of it and I am in the process of completing it, and I was hoping 
not to have to work over this weekend. 

The CuHarman. When you finish it will you send each member of 
the committee a copy of it ? 

Mr. Stans. I will do that. 

Mr. Hempuity. Will you yield? 

Mr. Hottrterp. Yes. 

Mr. Hempnity. Will you put in, also, the figures they furnished you 
last year—I have been trying to find them in the rate hearings—on 
those magazines. 

Mr. Hotrrrevp. I do not have them. 

Mr. Hempuitt.. I have them, and I will be glad to furnish them. 

Mr. Houtrrevp. If you have them I will be glad to accept them. 

The Caarrman. Do you wish to put them in the record here, then? 

Mr. Hempuiiu. Yes. 

The CHarrMan. All right. 

(The information is as follows :) 


Estimated annual revenues and costs of selected leading magazines, 1955 


Publication Revenue 


National Geographic ae 4 . $486, 000 $1, 821, 000 
Good Housekeeping 881, 000 2, 175, 000 
Saturday Evening Post 3, 438, 000 , 557, 000 
American Legion magazine 143, 000 , 455, 000 
Coronet magazine 180, 000 976, 000 
American Home magazine 823, 0OU , 753, 0UO 
Better Homes and Gardens 758, 000 , 904, 000 
Reader’s Digest , 082, 000 5, 891, 000 
American Monthly 326, 000 , 359, 000 
Ladies Home Journal . 530, 000 3, 449, 000 
Collier’s magazine , 238, 000 , 415, 000 
Life , 485, 000 16, 979, 000 
Woman’s Home Companion 741, 000 2, 325, 000 
McCall’s magazine , 097, 000 >So 
Look magazine 1, 534, 000 5, 016, 000 


Total 21, 592, 000 61, 679, 000 


Mr. Houirrevp. I asked for certain newspapers and the cost of 
those newspapers. The annual loss on them was furnished in 1953 
to Congressman Moss, and Mr. Gross will be interested in this amount. 
It showed at that time that the loss on the Chicago Tribune was 
$1,788,000, and the New York Times $1,700,000. The loss on the Los 
Angeles Times in my hometown of Los Angeles was $180,000; on the 
St. Louis Post-Dispatch, $452,000. The loss on the Detroit Free Press 
was $232,000. 

The Post Office said they did not have the current figures on that, 
and it would be quite difficult for them to furnish them locally, but 
this does give an idea of some of the subsidies that are going on in 
these fields. 

Mr. Jonansenx. Does the gentleman have the figures for the Wash- 
ington Post ? 

Mr. Houirieirp. No. I only turned in this list here. I would like 
to have those put in, though, and if there is a study of these papers 
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that is current, all of these papers including the Washington Post, 
or any other paper that the committee may want, I would like to 
have them put in. 

Mr. Stans. We have no such current study. 

May I say one thing more, Mr. Holifield, without any purpose of 
starting a debate on the subject ¢ 

Mr. Houtrrevp. Yes. 

Mr. Srans. That the cost and revenue figures that you have are 
without regard to service factors which, as you know, we would apply 
to second-class mail. 

Mr. Hot. IFIELD. In other words, this has no intangible factor figures. 

Mr. Stans. That has no adjustment for deferment in service which 
these publications get. 

Mr. Hortrtevp. If you did put an intangible factor in there such as 
the weight of these magazines, this w ould run higher; would it not? 

Mr. Stans. No; it would run lower. 

Mr. Houtrretp. Why would it run lower ? 

Mr. Srans. Because our position is that magazines and newspapers 
do not generally get first-class service. They are of lesser value and 
therefore they should not be expected to pay their full cost of han- 
dling. I am sure that we understand each other on that, even though 
apparently we differ in our conclusions. 

Mr. Hortrrerp. I see your position on it, but I might suggest that 
the weight of 30 or 40 of these Life magazines carried in a mailman’s 
bag around a route on a hot day in August would not be an intangible 
factor. 

Mr. Srans. I just want to make the point, sir, that we do not use 
the word “loss” in using these figures as applying to those publications. 

Mr. Houtrrevp. I want to get back with just 1 or 2 more questions 
and that is to this intangible factor. 

We had a little dise ongnieg the other day about it and I told you that 
I went along with you on your cost ascertainment up to that point. 
You testified today that this system of cost. ascertainment had been 
in existence since 1926, I believe you said. You referred to the cost 
ascertainment up to the point where you and I agreed, did you not? 
In other words, it was used during those years on the basis of a cost 
ascertainment formula which was reflected by tangible factors as near 
as the Post Office reflected and then this reallocation of costs, taking 
into consideration intangible factors, is a new formula; is it not? 

Mr. Srans. It is a new mathematical process in cost ascertainment; 
that is right. 

Mr. Hovtrrecp. So when you referred to the fact that the cost ascer- 
tainment formula has been in existence since 1926 you were referring 
to the regular cost-ascertainment formula prior to the introduction of 
the intangible-factor element into the reallocation of costs. 

Mr. Srans. That is right. 

Mr. Houirrerp. That isall, Mr. Chairman. 

The CrHAtrMan. Are there any other questions / 

Mr. Porter. Mr. Summerfield, did T understand you a moment ago, 
in answer to a question by Mr. Santangelo about a change in the 
rates, to say that you would accept ‘anything that this committee gives 
you! 

Mr. SuMMERFIELD. I certainly did. I certainly adhere to the wishes 
of the Congress and instructions from them. 
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Mr. Porrer. In other words, you abide or live with any increase 
that the Congress and this committee may see fit to give. Does this 
represent a change in your attitude? 

Mr. SumMerrievb. Is the gentleman from Oregon being facetious 
or serious at the moment ¢ 

Mr. Porrer. I am quite serious. The Appropriations Committee 
gave you an appropr lation. 

Mr. JouansEN. I object to this being injected. 

Mr. CeprerserG. That has nothing to do with this rate bill. 

Mr. JoHaNnsen. It has nothing to do with it and I think it was the 
ruling of the Chair that it was extraneous. 

The CuairmMan. Any action taken by the Congress is binding on the 
Postmaster General. He has to follow what the C ongress does. 

Mr. Porrer. That is what I thought. 

Mr. SumMerrierp. I do reserve the right of coming back and asking 
for more in case the necessity arises. 

Mr. Porrer. Mr. Stans, I certainly think that largely what Mr. 
Santangelo said about you and your ability is correct, with the excep- 
tion I went into yesterday, where I do think your testimony was 
inaccurate and you admitted it was inaccurate when you came here 
yesterday with your statement, misleading in that it led us to think 
there had not been an outside body, in answer to my question, which 
had looked at your system, or one very important part of it, and 
whether or not it was intentionally deceptive in the sense that it was 
an adverse report which reflected that at the time—and I qualify it 
now—I don’t know. 

I do know that largely I find that your testimony has been forth- 
right. 1 just wanted to say for the record that only in this one lapse 
did I find it otherwise. 

The Cuairman. Any other questions ¢ 

Mr. Porrer. Yes, I do have. 

The CHainman. We have an executive session of the committee at 

1:45 and we want to close the hearings in 10 minutes. 

Mr. Porter. I do want to clear up something we brought up yester- 
day, Mr. Summerfield, about your testimony on page 6, whether or 
uot Congress by its action in 1947 gave recognition to the preferential 
service principle when this rate was made permanent. I have looked 
that up, as probably you have, and found that on page 7575 of the 
1947 Congressional Record of June 23 the discussion takes about 214 
pages and there is no mention of the preferential service principle, 
and then you say the bill came before the House by unanimous consent, 
which is correct. 

Not a single member objected to the bill or the pr inciples behind it. 

That is correct; but there wasn’t any proper or historic recognition. 
There was no discussion, as I surmised, and [ was guessing, I admitted. 
There was no discussion of the preferential service principle, and I 
ask Mr. Rees who was present and Mr. Murray who was present and 
took part in the discussion if their memories are now refreshed. 

In other words, there was no discussion of it. 

In other words, you cannot cite this as in support of any historic 
approval of the preferential service principle. This, I say, ‘bears out 
what I said yesterday. 

The CHairMan. There was a debate on the bill. I think I engaged 
in a debate and Mr. Rees presented it; is that not correct ? 
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Mr. Porrer. Yes, sir; but there was nothing about any preferential 
service principle, the point of Mr. Summer field’s testimony. 

Mr. Rees. Is the gentleman through ? 

Mr. Porrer. I am not through. I will be glad to yield for a 
question. 

Mr. Rers. To straighten the record out in respect to that discussion 
in the hearings yesterday, Mr. Porter, in questioning Mr. Stans, said; 

Mr. Porter. Going over to page 6 of your statement, Mr. Summerfield, you 
said: 

“The 1947 bill was a rate bill in every sense of the word, and it was a good 
rate bill which gave proper and historic recognition to the preferential service for 
first-class mail. The bill came up on the floor of the House by unanimous con- 
sent; not a single Member objected to the bill or the principles behind it.” 

I submit to you, Mr. Summerfield—I wish you would tell me if you know 
differently—that came up without any discussion at all about the preferential 
service of first-class mail, that it went through as a matter of form, that 
probably half the members were on the floor at the time it was brought up, and 
that nobody ever thought about it. 

Mr. Porrer. About preferential service. 

Mr. Rees. Let me put this in. They did think about it. This com- 
mittee had held 6 weeks of hearings on House bill 2408 and the com- 
mittee did hold hearings on the question of increases in mail rates. 

Now, then, out of that bill was taken one section of it, because it 
became necessary to consider the question of continuing a 3-cent rate, 
so it was brought to the floor of the House with the consent and the 
approval of the leadership on both sides of the House, the gentleman 
from Tennessee who was chairman of this committee spoke on the bill. 
It was discussed, and if you will turn to page 7576 of the Congressional 
Record you will read it was carefully discussed all the way through 
and the reason for maintaining the 3-cent rate is given in that discus- 
sion. I just feel as though that ought to go into the record and not 
let it be inferred that this matter was just brought up without any- 
body knowing about it. 

This bill was brought up by consent. Of course it was. However, 
leadership on both sides was notified. There was no objection to it 
when it was considered in the committee before it went out. That was 
announced on the floor of the House when we brought it up. 

The Cuarrman. And there was debate on the bill on the floor of 
the House. 

Mr. Rees. Yes. We are not going to take your time, but I might 
ask permission to put the debates on these rates in the committee hear- 
ings if anything will be accomplished. 

The Cuarreman. I think that will prolong the hearings unneces- 
sarily. 

Mr. Porrer. I appreciate the historical footnote. I do not think 
that you and I disagree, Mr. Rees. My only point is that I object in 
rewriting history to say that the preferential service principle was dis- 
cussed or adverted to in any way during the debate on the floor of the 
House. 

Mr. Rees. It was completely discussed and there was no objection 
to it in the committee and nobody objected to it on the floor of the 
House, and the gentleman knows if there had been one objection, we 
would not have considered the bill at all. 

The CuarrmMan. We have to conserve our time here. 
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Mr. SumMMeERFTIELD. Revenues of first-class mail were 32 percent 
above the allocated costs of the service. I think that answers your 
question. 

The Cuatrman. Are there any other questions? 

Mr. Porrer. Yes, sir. 

The Cuarrman. We have 5 minutes now to complete the hearings. 

Mr. Porrer. Mr. Chairman, I have a great many more questions. I 
wonder if I could have permission 

The Cuarrman. The committee will close these hearings this morn- 
ing. Weare going to close at 5 minutes of 12. 

Mr. Porrer. May I make my request ? 

The Cuarrman. All right. 

Mr. Porrer. I request to submit the remainder of my questions in 
writing to Mr. Summerfield and have him answer them for inclusion 
in these hearings. 

The Cuatmman. That will be satisfactory. 

(The information is as follows :) 





Post OrricE DEPARTMENT’S ANSWERS TO WRITTEN QUESTIONS SUBMITTED BY 
CONGRESSMAN CHARLES QO. PORTER 


Question. If the committee decides against a first-class-rate increase, would 
you still favor the other provisions of this bill? 

Answer. On April 16, 1957, we advised the committee that “* * * no effective 
means can possibly be found to produce the necessary revenues to eliminate the 
drain of postal losses on the Federal budget unless an increase in the first-class 
letter rate is included. Any bill voted by the Congress which does not provide 
for a letter rate of 4 cents will fail seriously to meet our needs.” 

Obviously, any amount of additional revenues which may result from a rate 
bill enacted by the Congress would improve the financial position of the Post 
Office Department. However, the failure to enact a letter-rate increase would 
result in revenues far below the Department’s needs and would serve only to 
further delay a solution to the serious financial plight of the Post Office Depart- 
ment. We would accept, but do not favor, a bill without a first-class increase. 

Question. Nowhere in the hearings just concluded is consideration given the 
rising cost of living. The rates proposed seem to be based on a steady rise in 
the cost of living. Assuming that the administration finally will have some 
success in this field, are not the severe rate increases in all classes unjustified? 

Answer. One need not assume that there will be further increases in the cost 
of living to justify the rate proposals contained in H. R. 5836. In fact, fair 
and equitable rate adjustments are needed now to simply catch up with past 
increases in costs. We think all the increases proposed are justified. 

The Department has already presented data showing that the costs of operat- 
ing the Department have increased more than 100 percent since the end of 
World War II. Meanwhile, postal rates have lagged far behind. The rate pro- 
visions of H. R. 5836 are simply designed to provide the Department with 
additional funds to cover a portion of the increased costs already reflected in 
annual expenditures. 

Action by the Congress in establishing fair and equitable postal rates can 
also contribute to a soundly financed economy. Economists are in general 
agreement that one of the basic causes of inflation is deficit Government financ- 
ing. Government surpluses, on the other hand, tend to have a deflationary 
influence on the economy. To the extent that postal rate increases will con- 
tribute to proper Government control of inflationary forces, they should also 
serve to prevent further increases in the costs of living. 

Question. If Congress should recognize that excess of expenditures over reve- 
hues in second-class mail caused by free-in-county, except publications, inade- 
quate minimum piece rate, etc., are in effect subsidies, would you accept an 
amendment to H. R. 5206 to include such subsidies? 

Answer. We would, of course, accept any legislation enacted by the Congress 
of the United States and would adhere to its provisions regardless of any per- 
sonal views on the subject. We are hopeful, however, that the Congress will 
agree with us that the amount of subsidy granted to certain publications in the 
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form of preferential rates of postage should be no greater than the difference be- 
tween the preferential rates and the regular rates paid by commercial users. 

Question. When you gave an account of your stewardship for fiscal 1955 to the 
House Appropriations Subcommittee you made the following statement: “* * * 
the mail volume (which actually has a greater connection with our costs of op- 
eration than the dollars of receipts) was only about 1 percent less * * *” in 
that year you saved approximately $838 million. In fiscal year 1957 the record 
shows a reduction of about 300 million pieces of mail. Why have your costs con- 
tinued to rise? 

Answer. The statements relating to our fiscal year 1955 operations before the 
House Appropriations Subcommittee, to which you refer, had reference to varia- 
tions in actual results from original estimates. We were recognizing that some 
portion of the reduction from the estimates of $83 million were attributable to a 
mail volume slightly less than had been anticipated. We pointed out that the 
reduction was after absorbing the $40 million increase in salary rates authorized 
by the Congress. The true underrun of the estimates was therefore $123 million, 
which is proportionately much greater than the underrun in the estimate of num- 
ber of pieces. The difference is accounted for by greater efficiency. 

For fiscal year 1957 we expect an increase in number of pieces over both our 
original estimate and our revised estimate submitted in the 1958 budget document. 
The estimated reduction of 300 million pieces, to which you refer, did not ma- 
terialize. According to the estimates developed at the time of our request for 
a supplemental appropriation, the mail volume for this year will be 538.7 billion 
pieces. Latest statistical data available still confirm this estimate. 

In terms of unit cost, computed on a fully comparable basis, our costs have 
been steadily going down, not up. If you will refer to the table on page 85 of 
the hearings on the second urgent deficiency appropriation bill, 1957, before the 
House subcommittee, you will see comparisons of operating costs with volume for 
the years 1953 through 1957. If you divide the number of pieces into the com- 
parable operating cost, you will find that for fiscal year 1953 the average com- 
parable cost per piece was 5.14 cents, for 1955 it was 4.67 cents, and for 1957 it is 
estimated to be 4.52 cents, after including a supplemental appropriation then esti- 
mated at $47 million. lt should be noted that the reduction of 0.62 cents per 
piece between 1953 and 1957 represents a saving of $364 million on 58.7 billion 
pieces of mail. In other words, had the unit cost for 1957 been that of 1953, the 
Department’s appropriation for 1957 would have had to be $364 million more 
than will actually be required. 

Question. We hear a lot of complaint about the deterioration of the mail 
service. What assurances can you give the American people of improved mail 
service with an increase inrates? (I would hope that we are not asking them to 
pay more for less service.) 

Answer. The proposals under consideration reflect increases in the cost of 
providing the kind of service which the people receive today. These increases in 
costs are the direct result of the inflationary economic trends of the postwar 
years. However, we can assure you that the enactment of rate adjustments 
which would produce adequate additional revenues to reduce our massive deficits 
would encourage the Department—and we believe the Congress, too—to acceler- 
ate our long deferred major modernization program, now under way on a limited 
scale. This program is designed to provide more adequate facilities, better post 
office layout for mechanical handling devices, improved lighting and handling 
facilities, and other improvements which will improve service and tend to 
increase efficiency. 

Question. You have provided the Congress with losses on certain newspapers 
and magazines based on cost ascertainment data. On April 18 Deputy Stans 
testified that these losses would be lower if allowances were made for intangible 
factors. Would you supply for the record a statement of revised losses for these 
same publications which would reflect the inclusion of intangible factors? 

Answer. The Post Office Department is unable to supply these data. 

The Department has recommended that the costs of second-class mail as a 
whole be reduced by 50 percent to reflect the element of deferred service and other 
intangible ratemaking factors. But this does not mean that the costs of handling 
each publication should also be reduced by exactly the same ratio. Each publi- 
cation has its own unique distribution pattern; the need for standby facilities 
may vary with volume and weight ; and even the value of service may differ from 
one publication to another. The 50-percent adjustment in total second-class costs 
was not designed to be applied against the costs of a specific publication. 
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In making computations of the costs of individual newspapers and magazines, 
the Department, in all cases, used average cost factors computed for a subgroup 
of publications applied to volume data for each publication. To the extent that 
the individual publication is representative of the group of which it is a part, the 
costs are correctly stated. But the potential variations of value-of-service 
factors preclude any further adjustments in the costs so developed. 

Question. Would you please supply me with the percentage of total costs allo- 
eated to third-class mail in each of the years 1929 through 1956? 

Answer. Shown below are the percentage relationships between total postal 
costs and third-class costs for the years 1929 to 1956, inclusive. In order to make 
such data more meaningful there are also shown the relationships of third-class 
mail volume to total mail volume for the same period. 
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Question. You compare third-class mail to a night telegram. The cost of a 
50-word straight telegram from Washington to New York City is $2.70. The 


charge for the same 50 words at the night rate is $0.90, a ratio of 3 to1. Would 
not the ratio of 4 to 214 proposed in the bill be too excessive a change and might 
it not cause great hardship and a reduced volume of third-class mail? 

Answer. There is no valid reason to use the rate ratio between a 50-word 
telegram and a 50-word night letter from Washington and New York as a basis 
for evaluating the rate ratios between first- and third-class mail. A 15-word 
straight telegram between the same 2 cities cost $1.05 while a night letter costs 
$0.90, making a ratio of 7 to 6. A 50-word day letter costs $1.50 compared to a 
telegram rate of $2.70 for a ratio of 9 to 5. The point is that ratios in the tele- 
graph service will vary widely, depending upon a number of factors. Under 
these circumstances it seems somewhat unrealistic to select only one such rela- 
tionship for purposes of evaluating postage rate differentials. 

It should be noted that the now existing rate differential of 144 cents between 
first-class letters and the third-class minimum piece rate will be retained under 
provisions of H. R. 5836. Mailers should be able to adjust to the increase in the 
same manner that they have had to adjust to higher wages and other increased 
operating expenses during recent years. 

Question. Did not the Department show a profit in the years 1982-46 when the 
ratio between third and fourth class was 3 cents to 1 cent? 

Answer. The minimum piece rate of 1 cent on bulk mail third-class adver- 
tising matter was not raised to a cent and a half until 1952. In the 20 years from 
1932 to 1951 the Department produced a surplus only in the war years, 1943, 
1944, and 1945. This was due to the fact that the Armed Forces paid a large 
share of the Department’s transportation costs. 

During the entire period since 1932 third-class revenues have failed to covet 
expenditures. As can be seen from the data below, however, the average cost 
coverage of this mail class was much higher between 1982 and 1946 than it has 
been in the postwar period. 
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Question. When the embargo on third-class mail was first announced, the 
Department stated $30 million would be saved in a 3-month period. How would 
this $30 million have been saved? Can we not conclude that since the revenues 
from third class in a 3-month period are $70 million this fill-in category of mail 
actually makes a profit of $40 million each quarter? 

Answer. The revenue from third-class mail for the fiscal year 1956 was $266.0 
million, an average of about $66.5 million per quarter. The fully allocated 
handling costs of third-class mail for 1956, payable from the budget of the Depart- 
ment, were $476.6 million, an average of about $119.1 million per quarter. It was 
estimated that not more than $30 million of direct out-of-pocket expense could be 
saved during the period April 6 to June 30, 1957, if this large volume of postal 
business were suddenly eliminated from the mail. It would not be reasonably 
possible to gear the entire postal service to the maximum reduction in expense 
overnight. The immediate and short-term savings would necessarily be made 
primarily from reduced employment of clerical employees at the larger post 
offices, which are now required to handle and distribute third-class mail. 

Over a longer period, affording sufficient time to adjust mail-handling and 
delivery schedules and operations to the new volume of business, greater savings 
would be realized. This would occur in the supervisory and clerical forces at 
post offices, and at Postal Transportation Service terminals. Reductions in city 
delivery personnel and in requirements for transportation facilities would also 
be possible over a longer period. No studies have been made of the amount of 
long-range savings that could be recaptured through good management if third- 
class mail were permanently not handled. 

Is is true that if third-class mail were not handled during the last quarter of 
the fiscal year 1957, the reduction in costs that it would be possible to achieve 
during this short period would probably be less than the amount of the revenues 
lost. Over a longer period of time, however. it is certain that overall reductions 
could be achieved of a substantially greater amount. It is, therefore. entirely 
incorrect to conclude from the figures quoted that third-class mail “actually 
makes a profit of $40 million each quarter.” 


The Cuatrman. We have a statement from Mr. John C. Allen, gen- 
eral traffic manager, Sears, Roebuck & Co., Chicago, II1., in support of 
this postal-rate legislation. Without objection, Mr. Allen’s statement 
will be inserted in the record at this point. 


STATEMENT OF JOHN C. ALLEN 


Mr. Chairman and members of the committee, my name is John C. Allen. I 
am general traffic manager of Sears, Roebuck & Co., Chicago, Ill. I have been 
associated with Sears in various transportation activities for the past 25 years, 
except for a period of 18 months in 1953 and 1954, at which time I had the privi- 
lege of serving as Assistant Postmaster General, Bureau of Transportation. 
I appeared before this committee a year ago, when a postal-rate bill was under 
consideration and, you may recall, supported the legislation then before you, 
despite the fact that the proposal would have increased considerably the postal 
expenses to Sears, Roebuck & Co. 

Sears, Roebuck & Co. is one of the largest customers of the Post Office De- 
partment. It operates 722 retail stores, 11 mail-order plants, and 773 catalog 
sales offices throughout the United States. Our total sales volume last year 
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exceeded $314 billion, of which approximately 75 percent was retail and 25 
percent mail order. The mail-order division distributes in the neighborhood 
of 70 million customer orders a year, of which we estimate less than one-half 
to be carried by the parcel post system. In our constant search for economical 
transportation, we expect parcel post in the future to carry a smaller and smaller 
proportion of such orders. 

The bill you are considering would add an estimated $1,200,000 to my com- 
pany’s postal expense. Nevertheless, I appear here to present the views of Sears, 
Roebuck & Co. in support of this legislation. 

Sears, Roebuck & Co. looks favorably upon this bill because it makes an effort 
to correct the discriminations in the postal rate structure. The Congress has 
provided by law that parcel post shall pay its own way which has resulted, 
since 1948, in increases of 121 percent applied to this class of mail. No other 
interpretations can be placed on such a law than that the public-service func- 
tions of the Department, which seems with each Congress to be enlarged, will 
be more and more charged to the users of fourth-class service. With but small, 
if any increases in other classes, how can it be otherwise? The fact that you 
gentlemen are considering a bill which moves toward equalizing postal rates 
is encouraging to us and to our customers who depend on the Post Office Depart- 
ment to bring them their orders from our company. 

Although there is a sincere desire on the part of the Postmaster General and 
other officers of the Post Office Department to reduce expenses, I know from 
my experience that there is just so fast any administrator may move toward 
effecting savings. The dominant costs of operating the Post Office Department 
are, as you gentlemen know, salaries and transportation. It is proper for us 
to remember in connection with this bill that you are now being called upon 
to increase the pay of postal employees, and whether you act this year or next, 
you know it is coming. Quite frankly, I have nothing but admiration for the 
devoted public servants I worked with in the Department. Along with salaries, 
transportation expenses are increasing. You are aware, I know, that the ICC 
and CAB control, to a great degree, the charges for transporting the mail; 
the officers of the Department have little influence over this expense. While it 
is true that economies have been effected, the members of this committee should 
realize that to economize is a very difficult and unpopular thing—it is always 
easier to permit costly practices to continue rather than attempt to correct 
them. But these economies, praiseworthy as they are, simply are not keeping 
up with increasing costs. 

An adjustment of postal rates such as this bill provides amounts to a reduction 
of the Federal budget. I do not favor this bill because, as some supporters 
have said, it is tantamount to a reduction in taxes, but there is no denying that, 
if enacted, it will at least cause you to have to appropriate less money next 
year for the Department. If the Congress is sincere in its belief that Govern- 
ment expenditures should be reduced, this legislation offers, in my humble 
judgement, an ideal opportunity to present to the American people concrete 
and measurable results. 

Most important of all, Sears, Roebuck & Co. believes that the cost of postal 
service should be, as nearly as possible, borne by the users thereof. We realize, 
however, that there are certain public functions that should be subsidized, but 
as a matter of principle, I am anxious that you know that Sears, Roebuck & Co. 
has not and does not request the taxpayers of this country to subsidize it in 
its operation in any form or fashion. 

In that connection, I think that I should say to this committee that we 
have opposed proposals for postal rate increases in the past. This opposition 
was based on the fact that those bills enlarged existing inequities between the 
classes of postal rates and were, therefore, in our opinion, not in the public 
interest. For example, the postal rate paid today on advertising matter and 
catalogs (fourth-class mail) is approximately seven times the rate paid on 
similar advertising in the second-class mail category. 

I should like to add that the bill now before this committee provides for in- 
creases in postal rates for some mail classifications which were not included in 
last year’s bill, and also, in several instances, the rate increases being proposed 
are higher. To be specific, the present bill would increase the postcard rate from 
2 cents to 3 cents and the additional pound rate on fourth-class books from 
4 cents to 5 cents; also, the minimum rate on third-class mail from 1% cents 
to 2 cents and then, after a lapse of 2 years, to 24%4 cents. The bill before you 
last year would have increased the minimum rate only to 2 cents. Each of these 
increases will add to the postage expense of Sears, Roebuck & Co. very sizable 
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amounts, but nevertheless, my company will not oppose the rate increase con- 
tained in this bill. 

Deficits in postal operations over the years have not been uncommon. As a 
matter of fact, I believe the Post Office Department records show that a profit 
has been made in only 25 years since 1820. However, since the end of World 
War II, the deficit has been substantially increased due largely to the adjust- 
ments in salary schedules, for additional increases in transportation costs, 
plus, of course, the higher expense for equipment and supplies. Some of the 
additional expense mentioned has been offset by several rate adjustments since 
1948. You gentlemen may know that fourth-class parcel-post rates have borne 
the brunt of these increases, to the extent of periodic raises amounting to a 
total of approximately 121 percent. While we do not disagree with the law 
that requires parcel-post rates to pay for the cost of this service, I think 
it bears repeating that it is decidedly unfair to subject this class of mail to 
substantial increases while permitting other classes of mail to remain un- 
changed or to be increased only to a small degree. 

I cannot conclude without stating that Sears, Roebuck & Co. is interested 
in all postal rates; that is, we use them all directly and indirectly. The bulk of 
our business is, of course, in the fourth-class category and for that reason I have 
emphasized my conviction that a real discrimination exists against the users of 
such services. But we are large users of first- and third-class mail services, too, 
and as such we feel entitled to advise you regarding them. Because our use of 
second-class mail is indirect, we do not deem it appropriate to testify regarding 
this category, although Sears, Roebuck & Co. is one of the largest purchasers of 
newspaper advertising space in America. 

You have my confidence as you undertake this important task, and I remain 
ready to assist you in any way I can. Thank you for permitting me to present 
this statement. 


The Cnamman, Any other questions? 

Mr. Creperserc. I move we adjourn. 

The Cuarrman. That will conclude the hearings on the postal rate 
bills. 

Mr. Summerrretp. May I have an opportunity to thank the com- 
mittee. 

The Cuatrman. Thank you, sir. 

Mr. Summerrietp. Mr. Chairman, I would like to thank you as 
chairman and all members of the committee, and particularly I would 
like to thank you, Mr. Santangelo, for the comments you made clari- 
fying the record having to do with Mr. Stans’ testimony, and I am 
grateful to all you gentlemen for your very courteous consideration. 

(Further statement by Mr. David W. Brumbaugh, vice president, 
Time, Inc.) 


During the past few weeks I have had the opportunity of observing the dif- 
ficult task which you and the members of your committee have had to perform 
in attempting to sort through the many factors which lead toward the determi- 
nation of proper postal rates. I have also had the opportunity to learn better 
the due processes of our Government and the value of open public hearings held 
from time to time by the various committees of our Congress. 

I appeared before your committee for the first time in the history of my com- 
pany because I felt, as I still feel, that there are certain basic facts which 
should be brought to light and discussed before the matter of proper postal rates 
can be settled. Certainly honest disagreements are a part of every activity of 
life and no one should feel or be made to feel embarrassed for having them. For 
that reason, I resent the implication by some that I have made an attack on 
any member of the Post Office Department. I have read and reread my testimony 
and fail to see how such a charge can be made. I assure you that I did not take 
the responsibility of my appearance before your committee lightly. 

Again this year there has been an emotional response over figures released 
by the Post Office Department purporting to show the cost of handling certain 
individual publications. As a certified public accountant, I disagree strongly 
with the validity of the computations used to arrive at those figures. My dis- 
agreement is supported by a distinguished firm of management consultants, by an 
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equally distinguished firm of certified public accountants and by former Post- 
master General Donaldson. 

In view of the fact that, although there were no specific comments made in 
open hearings, Deputy Postmaster General Stans has indicated that he will file 
fur the record his detailed analysis of my presentation, I ask the courtesy to 
have my basic points reviewed by you and by the members of your committee. 
I do this in the accepted form of specific questions and answers. 

Question. Table 100-A of the cost-ascertainment report shows the costs of 
the various subgroups of second-class mail. Does this break-down result from 
the cost-ascertainment system? 

Answer. No. The cost-ascertainment system provides only for the allocation 
of second-class costs as a whole. Any further breakdown of the costs are de- 
veloped by the use of statistical averages as is indicated in a footnote to table 
100-A. 

Question. Was this system of statistical averages used to allocate the pur- 
ported costs of handling Life? 

Answer. Yes. We have in our files photostatic copies of the worksheets used 
by the Department in developing the original figures provided Congressman Moss. 
These were given to us by the Department and show that only statistical averages 
were used. 

Question. It has been asserted that the work performed by second-class 
mailers is properly reflected in the costs. Is this reflected in the costs assigned 
to Life? 

Answer. No. Naturally the overall costs of second-class mail reflect the 
aggregate work done by second-class mail as a whole. When total costs are 
broken down to subgroups or individuals, however, the use of statistical averages 
assigns all costs proportionately to each unit of mail. Thus a group of mail for 
which a great deal of presortation is done by the mailer is assigned the same 
costs as is a group of mail for which no presortation is done. 

Question. Does the use of statistical averages assign expenses to pieces of 
mail which are not incurred by those pieces? 

Answer. Yes. Because average costs are universally assigned, it means that 
100,000 copies of a medical journal going to cities would be assigned the same 
charge for rural delivery as 100,000 equal copies of a farm journal which do in 
fact go on rural routes, In the case of Life, we found that far more rural delivery 
was assigned than Life in fact uses. 

Question. In using this statistical system, were the proper statistics used for 
Life? 

Answer. Definitely not. The Department uses four basic statistics: Pieces, 
pounds, cubic feet, and cubic-foot-miles. Only one statistic—pounds—was 
correct. The errors were as follows: 

(a) Pieces.—By their own admission, the Department failed to adjust to the 
proper number of pieces. Their figure was too high. 

(b) Pounds.—Correct. 

(c) Cubic feet—The Department used an average figure for a whole group 
which was 28 pounds per cubic foot. Actual measurement shows the correct 
Life statistic to be 57 pounds per cubic foot. Thus the Department charged Life 
for over twice as much space as it actually occupies. 

(d) Cubic-foot-miles.——Besides the error for cubic feet, the Department as- 
signed an average average haul. Positive evaluation shows the Life average 
haul to be shorter. 

The Department overcharged Life in every category but pounds. 

Question. Did you make adjustments in the costs assigned to Life to give effect 
to the presortation work done by you and, if so, on what basis? 

Answer. Yes we did. For example, the cost figures contained a large figure 
for railway post office car handling when, in fact, only 5 percent of all Life copies 
ever travel in railway post office cars due to our extensive presortation. Like- 
wise, Life was charged large sums for initial service in the post office of entry 
(sorting, handling, ete.) when in fact only 5 percent of all Life copies ever go 
through an entry post office. 

The percentage adjustments used were arrived at after careful consideration 
by the management engineering firm of Cresap, McCormick & Paget and by our 
traffic experts whose experience aggregates many years in the postal service. 
The reasoning is contained in a letter from Cresap, McCormick & Paget which 
was appended as a part of our testimony. 

Question. Do you feel that these adjustments were unreasonable? 

Answer. No. For the reasons stated above, we do not believe we have been 
unreasonable. A charge of “arbitrary” has been implied. We do not believe 
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the percentages used are any more “arbitrary” than are the percentages used 
by the Department in segregating their costs between pieces, pounds, cubic feet, 
and cubic-foot-miles. Theirs are done by group judgment, just as are ours. In 
fact, if anything, we believe our adjustments are too conservative, since we have 
in recent years developed even more refined methods to prepare our mail. For 
example, a new coding system eliminates almost all handling on the few copies 
which travel on RPO cars. 

Question. Did you mention that the certified public accounting firm of Ernst & 
Ernst corroborates your testimony? 

Answer. Yes. In the area of railroad transportation, Ernst & Ernst has 
audited our study of the cost of Life on the railroads. This study points up the 
error of the incorrect cubic feet and cubic-foot-miles used by the Department. 
The study has been thoroughly reviewed by transportation experts in the Post 
Office Department. 

Question. How about former Postmaster General Donaldson? 

Answer. We have had ample testimony that the cost-ascertainment system has 
not basically changed over the years. Mr. Donaldson was asked for specific costs 
of individual publications and testified before the Senate that such cosst were 
impossible to compute. He stated that the system was not designed to do so. 

Mr. Stans testified before the present House committee that there are no 
specific cost records and that averages are all that were used. 

Question. The statement has been made that your analysis relates to figures 4 
or 5 years old. Would present costs have a great effect in changing those figures? 

Answer. Not very much. The 1955 cost-ascertainment report shows that the 
second-class cost per piece is up only 5 percent since 1952 and the cost per pound 
is down 4 percent. 

Question. What general statement can you make in connection with the use 
of statistical averages as they are applied to Life? 

Answer. By their very nature, averages assign proportionately to each unit of 
mail the same costs. If a given unit tends to be an average unit in terms of 
the service and handling it requires, the costs assigned will be more nearly cor- 
rect. However, we believe that Life is far from an average second-class mailer 
because of the extensive presortation work done. Therefore, the average costs 
assigned are not proper. We note that at the very end of his appearance, 
Mr. Stans attempted to qualify the allocations made to Life. 

Question. Statistical costs, right or wrong, are one thing. Out-of-pocket costs 
are another. Do you feel that the use of out-of-pocket or adjusted costs are 
proper for second-class mail? 

Answer. Yes; for two reasons. First, the historical low-rate structure for 
second-class mail has brought into existence thousands of publications which 
would have difficulty existing otherwise. These represent, in effect, added 
volume to the service, and the only way to find out what they really cost is to 
ascertain what the added costs are. This is out-of-pocket cost accounting. 

Second, the Department itself has testified on March 27, 1957, and again on 
April 16, 1957, that— 

“There are many operations of the postal service geared to first-class mail ex- 
clusively. The Post Office incurrs many extra expenditures because of this treat- 
ment. Some examples are the night shift premium paid to employees in order 
to expedite the movement of first-class mail, the extra costs of distributing mail 
in transit in railway post offices and highway post offices, the use of overtime in 
post offices, the use of second and third delivery trips on weekdays in business 
areas, the use of frequent railway, truck, and other vehicle services at higher 
costs to expedite the movement of the mail rather than accumulating full loads, 
and so on, 

“These costs, as incurred, are charged over all of the classes of mail on a use 
basis. If the mail service were not geared to the expedited movement of first- 
class communications, however, these costs would not be incurred at all. It 
is only fair to relieve the other classes of mail of such costs and to charge them 
wholly to first-class mail for ratemaking purposes. That is what our procedure 
of reallocating costs is intended to accomplish.” 

We are in complete agreement with that statement and believe it presents 
a logical reason why cost adjustments should be made. 

Question. What are your comments on the adjustments you made in what you 
believe to be the fully allocated costs to life? 

Answer. We do not believe that life should be treated any differently than 
any other second-class publication paying regular second-class rates. For that 
reason we made the adjustment recommended by the Department which we 
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believe was based on a consideration of out-of-pocket costs. To compare the 
adjusted figure to a first-class letter is to compare the proverbial apple to an 
orange since the two costs are not on the same basis. 

Question. Do you believe that the second-class-rate provisions of H. R. 5836 are 
somewhat inconsistent with recommendations of the Department? 

Answer. Yes. The Department has testified that third-class mail should pay 75 
percent of its allocated costs. Third-class mail is all advertising. The 60 per- 
cent rate increase recommended for second-class mail would definitely require 
Life and many other heavy magazines and newspapers to pay more than 75 
percent of their fully allocated costs. Considering the educational value of those 
publications, is it fair to ask them to pay the same as third-class mail when 
the Department recommends that second-class mail generally pay only 50 
percent? 

Question. What are your comments on the second-class rate structure and the 
public service costs involved? 

Answer. Figures in the cost-ascertainment report show that the basic cost 
denominator of the mail service is the piece. Until that fact is recognized in the 
second-class rate structure, we do not think it is proper to keep piling increase 
after increase on the basis of weight only. We are happy to see a recognition of 
this cost problem as exemplified by the exchange between Congressman Gross 
and Mr. Stans on April 18: 

“Mr. Gross. To what will you charge what will amount to a deficit as be- 
tween 59 and 100 percent in second-class mail? 

“Mr. Srans. A point that was raised by one of the witnesses before this com- 
mittee and which we have been considering for some time is the answer to that 
question, and that is that the low minimum rate on second-class mail is some- 
thing that we cannot and should not charge to the other users of second-class 
mail who mail larger publications. 

“The minimum rate, as you know, is now one-eighth of a cent a copy for small, 
light second-class papers. We are proposing in this bill to raise it to a quarter 
of a cent, but we just cannot handle any piece of mail for anything like a quarter 
of a cent.” 

Mr. Gross went on to assert that the loss on such items is a public service 
cost. 

In addition, although we definitely do not object to special rate consideration 
within second class, we do not believe that the cost of maintaining those re- 
ceiving special rates should be charged to other users of the mails, first, second, 
or third class, when no one proposes to raise the rates in question. That con- 
dition seems to us to be a clear-cut public service cost. Our belief is upheld 
in the book, Financial Policy for the Post Office Department. On page 24, 
the Department recognizes not only the “foregone revenue” principle but also 
additional subsidies or public service costs. We understand that H. R. 5206 
takes care of “foregone revenue” but does not attempt to cope with the overall 
publie service costs involved. 

This problem should be worked out as a part of an overall postal policy decia- 
ration. 

In conclusion, we hope that the existence of honest disagreements surround- 
ing the complicated problem of proper postal rates does not develop into a 
condition of rancor and bitterness between any interested parties. However, 
we do feel it is unfortunate that figures on individual publications are given 
such widespread publicity in spite of the testimony of the Department that 
they are not to be considered a “loss” and that they are based only on general 
averages. Furthermore, these figures reflect fully allocated costs and do not 
provide for the adjustments recommended by the Department. 

The prospective analysis of Mr. Stans has not as yet been made available 
tome. Therefore, this letter can only review the basic points of my presentation. 
After Mr. Stans’ paper is available, I would appreciate having the privilege of 
adding whatever comments seem appropriate so that your committee will 
be able to weigh all of the factors involved. 


(Further statement by Mr. David W. Brumbaugh, received via tele- 
gram, April 27, 1957.) 


The text of Mr. Stans’ rebuttal to my testimony has been transmitted to my 
office by our wide service as of 4 p. m., April 26, 1957. 7 

We have been informed by the committee’s office that the record will close by 
10 a. m., April 27. Therefore I have no alternative but to reply in brief via this 
telegram. 
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I continue to disagree completely with Mr. Stans’ analysis. I hereby request 
that in executive session or otherwise, I be permitted to appear with Mr. Stans 
and with an independent certified public accountant to review the facts. In the 
interest of justice and as a positive expression of the intent of your committee 
to weigh all factors fairly I respectfully ask that such an appearance be made 
possible. 

Time does not permit me to answer each of the points made by Mr. Stans 
but I would like to comment in brief on the following: 

First. I developed four basic conclusions. Mr. Stans only comments on two. 

Second, I wish that Mr. Stans would settle on either fully allocated costs or 
the 50-percent adjustment which he recommended before your committee. It is 
neither fair nor logical to use whichever one happens to best suit his argument 
of the moment. 

Third. If he is going to talk about fully allocated costs, then obviously the 
minimum piece rate would be double the 114 cents he discusses. We do not in 
any event advocate such drastic increases. 

Fourth. His statement that an increase to a 114-cent minimum piece rate 
would raise only $35 million is fallacious to a degree extensive enough to show 
a lack of knowledge of the second-class problem. 

Fifth, he fails to take into account the millions of dollars of public service 
costs for second-class mailers in categories where he himself recommends no 
rate increase whatsoever. 

Sixth, Mr. Stans’ explanation of the cost of railroad transportation to Life 
shows an astonishing misunderstanding of the way in which the department 
purchases such transportation. Railroad transportation is not repeat not pur- 
chased on a cubic-foot-mile basis but on a linear car-foot-mile basis and thus 
the very basis of the allocation to Life is wrong. 

We would like to remind you that 40 percent of all Life copies travel in full 
ecarload lots for which we have the actual billing. The transportation costs for 
the remaining copies were also worked out in detail using the actual railroad 
rates. Thus, when he disagrees with our result he disagrees with the esteemed 
public accounting firm of Ernst & Ernst who helped prepare our study and 
audited the detailed facts. 

Seventh, our adjustment of rural delivery costs added back city delivery costs 
as was testified by me before the Senate committee last July. Mr. Stans has had 
10 months to reply to that computation. 

Highth, Mr. Stans argues that postal costs are up and that my computations 
are based on 19538 figures. I wonder why the 1956 figures he released to your 
committee show the cost of Life to be down—repeat down—almost 11 percent 
from his 1953 figures? 

Ninth, in view of the incredible lack of understanding of the purchase of rail- 
way transportation, of the additional lack of understanding of many postal 
operations and of the vacillating use of fully allocated and then adjusted costs 
for second-class mail, I would certainly welcome an opportunity to debate all 
points before your committee. 

I am only sorry that time does not permit me to more thoroughly review 
Mr. Stans’ memorandum. However, because of the wide disparity between the 
two points of view, I trust that your committee will take every step to assure 
a fair hearing. 

I want to thank you again for the opportunity to appear before your com- 
mittee and to restate that I did not take that responsibility lightly. 


The Cuamrman. The committee will now go into executive session 
as soon as the others retire. 


(Thereupon, at 11:50 a. m., the hearing adjourned, and the com- 
mittee proceeded in executive session.) 


x 








